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"Enclosed for recordation under the provisions of Section 20 c of the Interstate
Commerce Act, as amended, are the original and five counterparts of the following
documents:

I. A. Conditional Sale Agreement, dated as of February 1, 1979,
between Exchange National Bank of Chicago,not in its
individual capacity, but solely as Trustee, pursuant
to the Equipment Lease Trust Agreement dated as of
January 1, 1979, as amended, and Shenandoah-Virginia
Corporation.

B. Agreement and Assignment, dated as of February 1, 1979,
between Shenandoah-Virginia Corporation and LaSalle
National Bank, as Agent.

II. A. Lease of Railroad Equipment, dated as of February 1, 1979,
between Island Creek Coal Company and Exchange National
Bank of Chicago, not in its individual capacity, but
solely as Trustee pursuant to the Equipment Lease Trust
Agreement dated as of January 1, 1979, as amended.

B. Assignment of Lease and Agreement, dated as of February
1, 1979, between .Exchange National Bank of Chicago, not
in its individualvcapacity, but solely as Trustee,
pursuant to Equipment Lease Trust Agreement dated as
of January 1, 1979, as amended, and La Salle National
Bank, as Agent.

C. Guaranty, dated as of February 1, 1979, of Island
Creek Coal, Inc.

The names and addresses of the parties to the above described agreements are as
follows:

C31S) 7S1-8OOO • CABLE EXCHANBANK -TELEX S5-3454



I. A. Conditional Sale Agreement

Vendor: Shenandoah-Virginia Corporation
. 8 North Jefferson Street
Roanoke, Virginia 24042
Attention: Vice President-Finance

Purchaser: Exchange National Bank of Chicago,
as Owner-Trustee

130 South La Salle Street
Chicago, Illinois 60690
Attention: Vice President

B. Agreement and Assignment

Vendor: Shenandoah-Virginia Corporation
8 North Jefferson Street
Roanoke, Virginia 24042
Attention: Vice President-Finance

Assignee: La Salle National Bank, as Agent
135 South La Salle Street
Chicago, Illinois 60690
Attention: Vice President

II. A. Lease of Railroad Equipment

Lessee: Island Creek Coal Company
P. 0. Box 11430
Lexington, Kentucky 40575
Attention: Vice President-Finance

Lessor: Exchange National Bank of Chicago,
as Owner-Trustee

130 South La Salle Street
Chicago, Illinois 60690
Attention: Vice President

B. Assignment of Lease and Agreement

Lessor: Exchange National Bank of Chicago,
as Owner-Trustee

130 South La Salle Street
Chicago, Illinois 60690
Attention: Vice President

Assignee: La Salle National Bank, as Agent
135 South La Salle Street
Chicago, Illinois 60690
Attention: Vice President

I

Acknowledged:
Exchange National Bank of
Chicago, as Owner-
Trustee

130 South La Salle Street
Chicago, Illinois 60690

4
Consent:
Island Creek Coal Company
P.O. Box 11430
Lexington, Kentucky 40575



C. Guaranty

Guarantor: Island Creek Coal, Inc.
c/o Occidental Petroleum Corporation
10889 Wilshire Blvd.
Los Angeles, California 90024
Attention: Vice President

A general description of the railroad rolling stock covered by the enclosed
documents is set forth in Schedule A, which is stapled hereto and made a part
hereof by this reference.

Please retain two counterparts of each of the enclosed documents in your files,
conform the original and remaining three counterparts of each document, and
return the originals and counterparts as so conformed to either one of the
following individuals:

Carlyle C. Ring, Jr., Esq. or
Lee H. Spence, Esq.
Kaler, Worsley, Daniel & Hollman
710 Ring Building
1200 18th Street, N.W.
Washington, D.C. 20036

Enclosed is a check in the amount of $1I>0.00 to cover the required recordation
fee.

Thank you for your attention to this letter and its enclosures.

Very truly yours,

EXCHANGE NATIONAL BANK OF CHICAGO,
not in its individuaj^ea^acity, but
solely as Trustee^luirsuant to the
Equipment Leasejfe^fst Agreement, as
amended.

(EL D. GOODMAN N/ice President

O^fher-Trustee as aforesaid

Enclosures



.Schedule A

Type;

A.A.R. Mechanical Designation;

Builder's Specifications;

Quantity;

Road (Serial) Numbers;

100-ton, open-top hopper cars,
class H-12, manufactured in the
shops of N o r f o l k and W e s t e r n
R a i l w a y Company in R o a n o k e ,
Virginia.

HT.

The hopper cars are b u i l t in
accordance wi th N & W Bills of
M a t e r i a l s 612 and 6 2 2 , N & W
Gene ra l A r r a n g e m e n t D r a w i n g
J-51780 and re la ted d r a w i n g s
(except that stenciling drawing
is D-52088, rather than D-51801)
and Brake Arrangement Drawing
J - 5 1 8 0 2 , a l l o f w h i c h a r e
incorporated herein by reference
and made a par t h e r e o f , and
are equipped wi th Stucki HS-7
s t a b i l i z e r s ; and are p a i n t e d
with "direct-to-metal" Evans #2
yellow paint and stenciled with
reporting marks and car numbers
in Pru i t t S h a f f e r #11926 royal
b l u e p a i n t a s s e t f o r t h i n
drawing D-52088.

Two hundred and thirty-six ( 2 3 6 ) .

ICRX 30 ,000 - 30,235, inclusive.

EXCHANGE NATIONAL BANK OF CHICAGO,
as Owner-Trustee



SnterState Commerce Commission
.C. 20423

OFFICE OF THE SECRETARY

Carlyle C. Ring, Jr., Esq.
Kaler, Worsley, Daniel & Hollman
710 Ring Building
1200 18th Street, N. W.
Washington, D. C. 20036

Dear Mr. Ring:

The enclosed document(s) was recorded pursuant to the

provisions of Section 20(c) of the Interstate Commerce Act,

•49 U.S.C. 20(c), on February 21, 1979 at 3:15

and assigned recordation number(s) 10127, 10127-A,10127-B,
10127-C and 10127-D

Sincerely/Yours,

H.G. Homme,

Secretary

Enclosure(s)

SE-30-T
(2/78)
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CONDITIONAL SALE AGREEMENT

Dated as of February 1, 1979

between

EXCHANGE NATIONAL BANK OF CHICAGO

not in i t s i n d i v i d u a l capac i ty but solely
as Trustee under a Trust Agreement dated

as of J a n u a r y 1, 1979 , as a m e n d e d , w i t h
C i t i z e n s F i d e l i t y Bank ind T r u s t Company

and Surburban Trust Company

and

SHENANDOAH-VIRGINIA CORPORATION

Fil«=^ and recorded with the Interstate Commerce Commission
pursuant to Section 20c of the Interstate Commerce Act on
February , 1979, at , recordation number ,



CONDITIONAL SALE AGREEMENT C-i

Table of Contents*

Page

ARTICLE 1 . ASSIGNMENT; DEFINITIONS C-2

§ 1.1. Contemplated Sources of Purchase Price C-2
«.

§ 1.2. Lease Assignment C-2

§ 1.3 Meaning of "Builder" and "Vendor" C-2

§ 1.4 Meaning of "Business Days" C-2

ARTICLE 2. CONSTRUCTION AND SALE ."̂ TrJTtT.T.". .......C-3 '

ARTICLE 3. INSPECTION AND DELIVERY C-3

§ 3.1 Place of Delivery ..... C-3

§ 3.2 Force Majeure C-4

§ 3.3 Exclusion of Equipment C-4

§ 3.4 Inspection C-4,,

§ 3.5 Builder's Responsibilities After Delivery C-5

ARTICLE 4. PURCHASE PRICE AND PAYMENT C-5

§ 4.1 Meaning of "Purchase Price"; Exclusion of Units ... C-5

§ 4.2 Designation of Equipment; Settlement

and Closing Dates ' C-6

§ 4.3 Indebtedness of Owner-Trustee to Vendor C-6

§ 4.4 Indebtedness; Payment Dates; Interest C-7

* This Table of Contents has been included in this document for
convenience only and does not form a part of, or affect any con-
struction or interpretation of, this document.



C-ii

Page

§ 4.5 Calculation of Interest C-7

§ 4.6 Penalty Interest „ C-8

§ 4.7 Currency of Payment C-8

§ 4.8 Liability of Owner-Trustee Limited to

"Income and Proceeds from Equipment";

Limitation on Execution of Judgments C-8

ARTICLE 5 . SECURITY INTEREST IN THE EQUIPMENT C-10

§ 5.1 Vendor To "Retain S"ecur̂ ity Interest; Accessions .... C-10

§ 5.2 Obligations Upon Payment of Indebtedness C-ll

ARTICLE 6. TAXES C-ll

§ 6.1 Indemnification of Non-Income Taxes C-ll

§ 6.2 Claims; Contests; Refunds C-12

§ 6.3 Survival C-13

ARTICLE 7. MAINTENANCE": CASUALTY OCCURRENCES C-13

§ 7.1 Maintenance C-13

§ 7.2 Termination; Casualty Occurrences C-13

§ 7.3 Obligations upon Payment of Casualty Value C-14

§ 7.4 Casualty Payment C-15

ARTICLE 8. INSURANCE PROCEEDS AND CONDEMNATION PAYMENTS ... C-15

ARTICLE 9. REPORTS AND INSPECTIONS C-16

ARTICLE 10. MARKING OF EQUIPMENT C-16

ARTICLE 11. COMPLIANCE WITH LAWS AND RULES C-16

ARTLCLE 12. POSSESSION AND USE : . C-ll



C-iii

Page

§ 12.1 Possession and Use of Equipment C-17

§ 12.2 Lease Permitted; No Amendment or Termination C-17

ARTICLE 13. PROHIBITION AGAINST LIENS C-17

§ 13.1 Owner-Truatee To Discharge Liens C-17

§ 13.2 Article 13 Subject to Article 23 Except in'

Certain Instances C-18

ARTICLE 14 . INDEMNITIES AND WARRANTIES _̂ ._ C-18

§ 14.1 Indemnification C-18

§ 14.2 Survival; No Subrogation C-21

§ 14.3 Warranties of Builder; Patent Indemnities C-21

ARTICLE 15. ASSIGNMENTS C-21

§ 15.1 Assignment by Owner-Trustee C-21

§ 15.2 Assignment by Vendor C-21

§ 15.3 No Setoff Against Indebtedness Upon Assignment .... C-22

ARTICLE 16 . DEFAULTS C-23

§ 16.1. Events of Default; Termination of Lease;

Declaration of Default; Acceleration of

Indebtedness C-23

§ 16.2. Waiver of Defaults C-25

.ARTICLE 17. REMEDIES C-25

§ 17.1. Vendor May Take Possession of Equipment C-25



C-iv

Page

§ 17.2. Assembling of Equipment for Vendor C-26

§ 17.3. Vendor May Dispose of or Retain Equipment C-27

§ 17.4. Vendor May Sell Equipment; Owner-Trustee's

Right of Redemption C-27

§ 17.5. Sale of Equipment by Vendor C-28

§ 17.6. Effect of Remedies and Powers C-29

§ 17.7. Deficiencies C-29

§ 17.8. Expenses C-30

§ 17.9. Remedies Subject to Mandatory Legal Requirements .. C-30

ARTICLE 18. APPLICABLE STATE LAWS C-30

§ 18.1. Conflict with State Laws C-30

§ 18.2. Waiver of Notices . C-30

ARTICLE 19 . RECORDING , . C-31

ARTICLE 20. REPRESENTATIONS AND WARRANTIES OF BUILDER C-31

ARTICLE 21. HEADINGS; EFFECT AND MODIFICATION
. OF AGREEMENT C-31

i
ARTICLE 22. NOTICE C-32

ARTICLE 23. IMMUNITIES; SATISFACTION OF UNDERTAKINGS C-32

§ 23.1. No Recourse Against Certain Persons C-32

§ 23.2. Satisfaction of Certain Covenants C-33

§ 23.3. No Personal Liability of Owner-Trustee C-33

ARTICLE 24 . LAW GOVERNING C-34

ARTICLE 25 . EXECUTION C-35

Schedule I ... C-37



C-v

Page

Annex A—Miscellaneous C-39

Annex B—Specifications C-42

Annex C—Lease

Annex D—Assignment of Lease and Agreement

Annex E—Certificate of Acceptance



CONDITIONAL SALE AGREEMENT (herein-
after called the or this Agreement) dated as of Feb-
ruary 1, 1979 between SHENANDOAH-VIRGINIA CORPORATION
(hereinafter called the Builder or the Vendor as the
context may require, all as more particularly set forth in
Article 1 hereof) and EXCHANGE NATIONAL BANK OF CHICAGO, a
national banking association, acting not in its indivi-
dual capacity but solely as Trustee (hereinafter, together
with its successors and assigns, called the Owner-Trustee)
under that certain Trust Agreement dated as of January 1,
1979, as amended by that certain Trust Amendment Agree-
ment No. 1 dated as of February 1, 1979 (said Trust
Agreement, as so amended, hereinafter called the Trust
Agreement) with Citizens Fidelity Bank and Trust Company
and Suburban Trust Company (hereinafter, together with
their successors and assigns, individually called an Owner
and collectively called the Owners).

WHEREAS, the Builder agrees to construct,
sell and deliver to the Owner-Trustee, and the Owner-
Trustee agrees to purchase, subject to the terms and
conditions hereof, the railroad equipment described in
Annex B hereto to the extent not excluded herefrom under
the provisions hereof (hereinafter called the Equip-
ment);

WHEREAS, the Owner-Trustee is entering into a
Lease of Railroad Equipment dated as of the date hereof
(hereinafter called the Lease) with Island Creek Coal
Company (hereinafter called the" Lessee) substantially in
the form annexed hereto as Annex C; and

WHEREAS, LaSalle National Bank (hereinafter
called the Assignee) is acting as agent for State Farm
Life Insurance Company pursuant to a Participation Agree-
ment dated as of the date hereof (hereinafter called
the Participation Agreement) among the Lessee, Island
Creek Coal, Inc. (hereinafter called the Guarantor), the
Assignee, the Owner-Trustee, the Owners and State Farm
Life Insurance Company (hereinafter together with its
successors and assigns called the Investors);

WHEREAS, the Guarantor has guaranteed the
obligations of the Lessee under the Lease and the Partici-
pation Agreement pursuant to a Guaranty dated as of the
date hereof (hereinafter called the Guaranty);
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NOW, THEREFORE, in consideration of the mutual
agreements hereinafter set forth, the parties hereto agree
as follows:

ARTICLE 1. ASSIGNMENT: DEFINITIONS

§ 1.1. Contemplated Sources of Purchase Price.
The parties hereto contemplate that the Owner-Trustee will
f u r n i s h not less than 34% and not more than 36% of the
Purchase Price (as defined in § 4.1 hereof) of the units
of the Equipment and that an amount equal to the balance
of such Purchase Price shall be paid to the Builder by the
Assignee pursuant to an Agreement and Assignment dated as
of the date hereof (he re ina f te r called the Assignment)
between the Builder and the Assignee.

§ 1.2 Lease Assignment . In conjunction with
the A s s i g n m e n t , the Owner-Trustee will assign to the
Ass ignee as secur i ty for the per formance of all the
Owner-Trustee 's obligations hereunder all r ight , title
and interest of the Owner-Trustee in and to the Lease
pursuant to an Assignment of Lease and Agreement substan-
tially in the form of Annex D hereto (hereinafter called
the Lease Assignment).

§ 1.3 Meaning of "Builder" and Vendor". The
term "Bui lder" , whenever used in this Agreement , means
Shenandoah-Virginia Corporation, both before and after any
assignment of its rights hereunder, and any successor for
the t ime be ing to its b u s i n e s s . The term "Vendor",
whenever used in this Agreement , means, before any such
assignment , the Builder and, a f t e r any such assignment,
both any assignee for the time being of such particular
ass igned r ights , as regards such r ights , and also any
assignor as regards any rights hereunder that are excluded
from any assignment.

§ 1.4 Meaning of "Business Days." The term
" b u s i n e s s d a y ( s ) " as used herein means calendar days,
excluding Saturdays, Sundays and any other day on which
banking inst i tut ions in Chicago, Illinois are authorized
or obligated to remain closed.
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ARTICLE 2. CONSTRUCTION AND SALE

The Builder shall construct the Equipment in the
shops of Norfolk and Western Railway Company in Roanoke,
Virginia, and will sell and deliver the Equipment to the
Owner-Trustee, and the Owner-Trustee will (as hereinafter
provided) purchase and accept delivery of and pay for the
Equipment, each unit of which shall be constructed in
accordance with the specifications referred to in Annex B
hereto and any modifications thereof agreed upon in
writing between the Builder, the Owner-Trustee and the
Lessee (which specifications and modifications, if any,
are hereinafter called the Specifications). The Builder
represents and warrants that the design, quality and
component parts of each unit of the Equipment to be
delivered under this Agreement shall conform, on the date
of delivery and acceptance thereof, to all Department of
Transportation and Interstate Commerce Commission require-
ments and specifications and to all requirements, if any,
in the Manual of Standards and Recommended Practices
issued by the Association of American Railroads reasonably
interpreted as being applicable to railroad equipment of
the character of such unit, and each such unit will be new
railroad equipment.

ARTICLE 3. INSPECTION AND DELIVERY

§ 3.1. Place of Delivery. The Builder will
deliver the units of the Equipment to the Owner-Trustee at
the place specified in Annex B hereto, freight charges
prepaid, in accordance with the delivery schedule set
forth in Annex B hereto; provided, however, that the
Builder shall not have any obligation to deliver any unit
of the Equipment hereunder subsequent to the commencement
of any proceedings specified in clauses (c) or (d) of §
16.1 hereof or the occurrence of any event of default (as
described in § 16.1 hereof), or event which, with the
lapse of time or the giving of notice or both, would
constitute such an event of default, or unless it has been
assured to its reasonable satisfaction that it will
receive the full Purchase Price thereof. The Builder
agrees not to deliver any unit of the Equipment hereunder
(a) following receipt of written notice from the Owner-
Trustee or the Assignee of the commencement of any such
proceedings or the occurrence of any such event, as
aforesaid, and (b) until it receives notice from the
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Assignee and the Owner-Trustee that the conditions con-
tained in Paragraphs 8 and 9, respectively, of the Par-
ticipation Agreement have been met.

§ 3.2. Force Majeure. The Builder's obliga-
tion as to time of delivery is subject, however, to delays
resulting from causes beyond the Builder's reasonable
control, including but not limited to acts of God, acts of
government such as embargoes, priorities and allocations,
war or war conditions, riot or civil commotion, sabotage,
strikes, differences with workmen, accidents, fire, flood,
explosion, damage to plant, equipment or facilities,
delays in receiving necessary materials or delays of
carriers or subcontractors, subject however to the good
faith and due diligence of the Builder to minimize
delays.

§ 3.3. Exclusion of Equipment. Any units of
the Equipment not delivered at the time of receipt of 'the
notice specified in clause (a) of the last sentence of §
3.1 hereof and any units of the Equipment not delivered
and accepted hereunder on or before March 30, 1979, shall
be excluded from this Agreement, and the Owner-Trustee
shall be relieved of its obligation to purchase and pay
for such units of the Equipment. If any units of the
Equipment shall be excluded herefrom as aforesaid, the
parties hereto shall execute an agreement supplemental
hereto limiting this Agreement to the units of the Equip-
ment not so excluded herefrom. In the event of any such
exclusion of any unit of the Equipment herefrom pursuant
to the foregoing provisions of this § 3.3 or pursuant to
§ 4.1 hereof, the Lessee will be obligated pursuant to
Paragraph 1 of the Participation Agreement to accept' all
such units completed and delivered by the Builder and to
pay the full purchase price therefor when due, all in
accordance with the terms of that certain Purchase Agree-
ment dated as of January 8, 1979, by and between the
Lessee and 'the Builder, and the Owner-Trustee will
reassign, transfer and set over to the Lessee all the
right, title and interest of the Owner-Trustee in and to
the units so excluded and said Purchase Agreement to the
extent relating thereto.

§ 3.4 Inspection. During construction, the
Equipment shall be subject to inspection and approval by
the authorized inspectors of the Owner-Trustee (who may be
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employees of the Lessee or employees of North American Car
Corporation, as agent for inspection for the Lessee), and
the Builder shall grant to such authorized inspectors
reasonable access to its plant. The Builder agrees to
inspect the materials used in the construction of the
Equipment in accordance with its standard quality control
practices. After completion of each unit or of a number
of units of the Equipment, such unit or units shall be
presented to an inspector of the Owner-Trustee for in-̂
spection at the place specified for delivery of such unit
or units, and if each such unit or units conform to the
Specifications and requirements and standards applicable
thereto, the Owner-Trustee or an authorized representative
of the Owner-Trustee (who may be the Lessee) shall execute
and deliver to the Builder on a Closing Date (as herein-
after defined in § 4.2 hereof) a certificate of acceptance
substantially in the form of Annex E hereto (hereinafter
called a Certificate of Acceptance) stating that such unit
or units have been inspected and accepted on behalf of the
Owner-Trustee and are marked in accordance with Article 5
of the Lease; provided, however, that the Builder shall
not thereby be relieved of its warranty referred to in
§ 14.3 hereof. Acceptance of any unit of the Equipment by
the Lessee pursuant to Article 2 of the Lease shall be
deemed to be acceptance of such unit by the Owner-Trustee.

§ 3.5 B u ̂  ,lc[e_rj s Responsibilities After De-
livery . On delivery by the Builder hereunder of units of
the Equipment and acceptance hereunder at the place
specified for delivery in Annex B hereto, the Builder
shall have no further responsibility for, nor bear any
risk of, any damage to or the destruction or loss of such
units; p_££V^de_d, however, that the Builder shall not
thereby be relieved of its warranty referred to in § 14.3
thereof.

ARTICLE 4. PURCHASE PRICE AND PAYMENT

§ 4.1 Meaning of "Purchase Price"; Exclusion of
Units. The base price per unit of the Equipment is set
forth in Annex B hereto. The term "Purchase Price" as
used herein shall mean such base price, together with any
applicable sales taxes and freight charges. If on any
Closing Date the aggregate Purchase Price of the Equipment
for which settlement has theretofore been and is then made
would, but for the provisions of this sentence, exceed
the Maximum Purchase Price specified in Item 5 of Annex A
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hereto (or such higher amount as to which the Owner-
Trustee and the Lessee may at their option agree), the
Builder (and any assignee of the Builder) will enter
into an agreement excluding from this Agreement such unit
or units of the Equipment then proposed to be settled for
and specified by the Owner-Trustee and the Lessee as
will, after giving effect to such exclusion, reduce such
aggregate Purchase Price to not more than said Maximum
Purchase Price (or such higher amount as aforesaid), and
the Owner-Trustee shall have no further obligation or
liability in respect of the units so excluded.

§ 4.2 Designation of Equipment; Settlement and
Closing Dates. The Equipment shall be settled for in such
number of groups (hereinafter called a Group or Groups) of
units of the Equipment delivered to and accepted by the
Owner-Trustee as is provided in Item 2 of Annex A hereto.
The term "Closing Date" with respect to any Group shall be
such date as is specified by the Lessee in accordance with
Item 2 of Annex A hereto by six business days' prior
written notice thereof, but in no event shall such date be
later than March 30, 1979. Such notice shall specify the
aggregate Purchase Price of such Group and the portion of
the Purchase Price payable in installments under clause
(b) of §4.3 hereof, and a copy thereof shall be sent by
the Lessee to the Builder, the Assignee and the Owner-
Trustee. Five business days prior to a Closing Date, the
Builder shall present to the Owner-Trustee and the Lessee
the invoice(s) for the Group for which there is to be a
settlement.

§ 4.3 Indebtedness of Owner-Trustee to Vendor.
Subject to the terms of this Agreement, the Owner-Trustee
hereby acknowledges itself to be indebted to the Vendor in
the amount of, and hereby promises to pay in cash or
immediately available funds to the Vendor at such place as
the Vendor may designate, the Purchase Price of the
Equipment, as follows:

(a) on the Closing Date with respect to each
Group an amount equal to the aggregate Purchase Price of
the units of the Equipment for which settlement is then,
being made, less the aggregate amount paid or payable with
respect thereto pursuant to clause (b) of this §4.3; and
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(b) in 36 semiannual installments, as herein-
after provided, an amount, at the option of the Owner-
Trustee, equal to not less than 64% and not more than 66%
of the aggregate Purchase Price of the units of the
Equipment for which settlement is then being made (said
portion of the Purchase, Price payable in installments
under this clause (b) being hereinafter called the Indebt-
edness, which Indebtedness shall in no event exceed
$5,610,000 in the aggregate for all Groups).

§ 4.4 Indebtedness; Payment Dates; Interest.
(1) The installments of the Indebtedness shall be payable
semiannually on September 30 and March 30 in each year,
commencing September 30, 1979, to and including March 30,
1997, each such date being hereinafter called a Payment
Date. The unpaid balance of the Indebtedness shall bear
interest from the Closing Date at which it was incurred at
the rate of 9.625% per annum. Interest on the unpaid
balance of the Indebtedness shall be payable to the extent
accrued on March 30, 1979, and on each Payment Date there-
after. The amount of the Indebtedness payable on each
Payment Date shall be calculated so that the amount and
allocation of principal and interest payable on each
Payment Date shall be substantially in proportion to the
amount and allocation of principal and interest on such
Payment Date set forth in Schedule I hereto and the
aggregate of such installments of principal and interest
shall completely amortize the Indebtedness at maturity.
The Owner-Trustee will furnish to the Vendor and the
Lessee promptly after the last Closing Date a schedule
showing the respective amounts of principal and interest
payable on March 30, 1979, and on each Payment Date.

(2) If any of the dates for payment of prin-
cipal or interest is not a business day, such payment
shall be payable on the next succeeding business day, and
no interest shall be payable thereon from and after the
nominal date for payment thereof to such next succeeding
business day.

§ 4.5. Calculation of Interest. Interest under
this Agreement shall be calculated on the basis of a
360-day year of twelve 30-day months except that interest
payable on March 30, 1979, shall be computed on an actual
elapsed-day basis.
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§ 4.6. Penalty Interest. The Owner-Trustee will
pay in teres t at the rate of 10% per annum or at such
lesser m a x i m u m rate as permitted by law (here ina f te r
called the Penalty Rate) upon all amounts remaining unpaid
af ter the same shall have become due and payable pursuant
to the terms hereof or such lesser amount as shall be
legally enforceable.

§ 4 . 7 . Cujr£e_n£y__of_£ayment. All payments
provided for in this Agreement shall Be made in such coin
or currency of the United States of America as at the time
of payment shall be legal tender for the payment of public
and p r i v a t e deb t s . Excep t as provided in Article 7
hereof, the Owner-Trustee shall not have the privilege of
prepaying any portion of the Indebtedness prior to the
date it becomes due.

§ 4.8. Liability of Owner-Trustee Limited to
^ and Proceeds f ^ r o m E g u i p m e n t " ; ^Limi ta t ion oh

_ i.on_o f^_J ad g_me n t^£. N o t w i t h s t a n d i n g a n y other
provision of this Agreement ( including, but not limited
to, any provision of Articles 16 and 17 hereof, except as
set f o r t h in this § 4 . 8 ) , but not l imiting the e f fec t
of Article 23 hereof, it is agreed by the Vendor that the
liability of the Owner-Trustee for all payments to be made
by it pursuant to this Agreement, with the exception only
of the interest payment due on March 30, 1979, pursuant to
§ 4.4 hereof, the payments to be made pursuant to § 4 . 3 ( a )
hereof and the proviso to § 13.2 hereof, shall not exceed
an amount equal to, and shall be payable only out of, the
"income and proceeds from the Equipment", and such pay-
ments shall be made by the Owner-Trustee only to the
ex t en t tha t "the Owner-Trus tee or any assignee of the
Owner-Trus tee shall have actually received s u f f i c i e n t
" income and proceeds f rom the Equipment" to make such
payments. In addition, the Vendor agrees that the Owner-
Trustee

(i) makes no representation or warranty as
to, and is not responsible for, the due execu-
tion, validity, sufficiency or enforceability of
the Lease or the Guaranty, insofar as it relates
to the Lessee or the Guarantor (or any document
relative thereto) or of any of the Lessee's or
G u a r a n t o r ' s o b l i g a t i o n s t h e r e u n d e r , a n d
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( i i ) shal l not be respons ib le for the
performance by the Lessee or the Guarantor of
any of its agreements, representations, indem-
nities, obligations or other undertakings under
the Lease or the G u a r a n t y , as the case may
be; it be ing understood that as to all such
mat t e r s the Vendor wi l l look solely to the
Vendor's rights under this Agreement against the
Equipment and to the Vendor's rights under the
Lease and the Guaranty and the Lease Assignment
a g a i n s t the Lessee, the G u a r a n t o r and the
Equipment.

As used in this Agreement the term "income and proceeds
from the Equipment" shall mean

(i) if one of the events of default speci-
fied in § 16.1 hereof shall have occurred and
w h i l e it shall be cont inuing, so much of the
following amounts as are indefeasibly received
by the Owner -Trus t ee or any assignee of the
Owner-Trustee at any time after any such event
and dur ing the continuance thereof: (a) al l
amoun t s of r en ta l and amounts in respect of
C a s u a l t y O c c u r r e n c e s (as d e f i n e d in § 7 .2
h e r e o f ) paid for or wi th respect to the Equip-
ment pursuant to the Lease and any and all other
payments received under any other provision of
the Lease (except payments received from the
Lessee under Articles 6 and 12 of the Lease as
reimbursement for amounts actually paid by the
Owner-Trustee or an Owner for which the Lessee
is i n d e m n i f y i n g the O w n e r - T r u s t e e or such
Owner ) and (b) any and all payments or proceeds
received for or with respect to the Equipment as
the resul t of the sale, lease 'or other dis-
position therof , a f t e r deducting all costs and
expenses of such sale, lease or other dis-
position, and

( i i ) at any other time only that portion
of the amount s re fer red to in the foregoing
clause (i) (not including amounts paid by the
Lessee to the Owner-Trustee on account of prior
de fau l t s under clause A of § 13.1 of the Lease)
as are i n d e f e a s i b l y r ece ived by the Owner-
Trustee or any assignee of the Owner-Trustee and
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as shall equal the portion of the Indebtedness
(including prepayments thereof required in
respect of Casualty Occurrences or Terminations
(as defined in § 7.2 hereof)) and/or interest
thereon due arid payable on the date such amounts
were required to be paid pursuant to the Lease
or as shall equal any other payments then due
and payable under this Agreement;

it being understood that "income and proceeds from the
Equipment" shall in no event include amounts referred to
in the foregoing clause (i) which were received by the
Owner-Trustee (or any assignee of the Owner-Trustee) while
no such event of default was continuing to the extent that
such amounts exceeded on the date that such amounts were
required to be paid under the Lease (a) the amounts
required to pay any portion of the Indebtedness (including
prepayments thereof then required in respect of Casualty
Occurrences or Terminations) and/or interest thereon then
due and payable and (b) any other payments then due and
payable under this Agreement. Nothing contained herein
limiting the liability of the Owner-Trustee shall derogate
from the right of the Vendor to proceed against the
Equipment as provided for herein for the full unpaid
Purchase Price of the Equipment and interest thereon and
all other payments and obligations hereunder. Notwith-
standing anything to the contrary contained in Article 16
or 17 hereof, the Vendor agrees that in the event it shall
obtain a judgment against the Owner-Trustee for an amount
in excess of the amounts payable by the Owner-Trustee
pursuant to the limitations set forth in this paragraph,
(a) any such judgment shall state on its face 'that its
execution shall be limited to the amounts payable pursuant
to the limitations set forth in this § 4.8, and (b) it
will accordingly limit its execution of such judgment
to amounts payable pursuant to the limitations set forth
in this paragraph.

ARTICLE 5. SECURITY INTEREST IN THE EQUIPMENT

§ 5.1 Vendor to Retain Security Interest;
Accessions. The Vendorshall andherebydoesretaina
security interest in the Equipment until the Owner-Trustee
shall have made all its payments under this Agreement and
shall have kept and performed all its agreements herein
contained, notwithstanding any provision of this Agreement
limiting the liability of the Owner-Trustee and notwith-
standing the delivery, of the Equipment to and use and
possession thereof by the Owner-Trustee and the Lessee as
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provided in this Agreement and the Lease. Such reten-
tion of security interest is solely to secure performance
by the Owner-Trustee of its obligations under this Agree-
ment (without regard to any provision of this Agreement
limiting the liability of the Owner-Trustee), and, subject
thereto, ownership of the Equipment shall be and remain in
the Owner-Trustee subject to such performance. Any and
all parts installed on and additions and replacements made
to any unit of the Equipment (i) which are not readily
removable without causing material damage to such unit,
(ii) the cost of which is included in the Purchase Price
of such unit or (iii) which are required for the opera-
tion or use of such unit by the Association of American
Railroads, the Interstate Commerce Commission, the
Department of Transportation or any other applicable
regulatory body shall consitute accessions to the Equip-
ment and shall be subject to all the terms and conditions
of this Agreement and included in the term "Equipment" as
used in this Agreement.

§ 5.2 Obligations Upon Payment of Indebted-
ness . Except as otherwise specifically provided in
Article 7 hereof, When and only when the Vendor shall have
been paid the full indebtedness in respect of the Purchase
Price of the Equipment, together with interest and all
other payments as herein provided, absolute right to the
possession of, title to and property in the Equipment
shall pass to and vest in the Owner-Trustee without
further transfer or action on the part of the Vendor.
However, the Vendor, if so requested by the Owner-Trustee
at that time, will (a) execute an instrument releasing its
security, interest in the Equipment and deliver such
instrument to the Owner-Trustee and (b) execute and
deliver to the Owner-Trustee for filing or depositing in
all necessary public offices, such instruments in writing
as may be necessary or appropriate in order then to make
clear upon the public records the title of the Owner-
Trustee to the Equipment.

ARTICLE 6. TAXES

§6.1. Indemnification of Non-income Taxes.
The Owner-Trustee agrees to pay, and to indemnify and hold
the Vendor harmless from, all taxes, assessments, fees and
charges of any nature whatsoever, together with any
penalties, fines, additions to tax or interest thereon,
howsoever imposed, whether levied or imposed upon the
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Owner-Trustee/ an Owner, the Vendor/ the Lessee, the
trust estate created by the Trust Agreement or other-
wise, by any federal, state or local government or govern-
mental subdivision in the United States or by any foreign
country or subdivision thereof, upon or with respect to:
any unit of the Equipment or any part thereof; the pur-
chase, ownership, delivery, leasing, possession, use
operation, transfer of title, return or other disposition
thereof; the rentals, receipts or earnings arising there-
from; or this Agreement, the Assignment, the Trust Agree-
ment, the Participation Agreement, the Lease, the Lease
Assignment, the Guaranty, any payment made pursuant to any
such agreement, or the property, the income or other
proceeds received with respect to the Equipment or the
other property held in trust by the Owner-Trustee under
the Trust Agreement (all such taxes, assessments, fees,
charges, penalties, fines, additions to tax and interest
imposed as aforesaid being hereinafter called Taxes);
excluding, however; (i) Taxes of the United States or any
state or political subdivision thereof and (if and to the
extent that any person indemnified hereunder is entitled
to a credit therefor against its United States Federal
income taxes) of any foreign country or subdivision
thereof, imposed on or measured solely by the net income
or excess profits of the Vendor, other than Taxes arising
out of or imposed in respect of the receipt of indemni-
fication payments pursuant to this Agreement, provided
that such Taxes of any foreign country or subdivision
thereof incurred as a result of the indemnified party
being taxed by such foreign country or subdivision on its
worldwide income without regard to the transactions
contemplated by this Agreement shall be excluded whether
or not the indemnified party is entitled to a credit
against its United States federal income taxes; and (ii)
penalties, fines and additional interest resulting only
from and payable because of the negligent acts or omis-
sions to act by the Vendor; provided, however, that the
Owner-Trustee shall not be required to pay any Taxes
during the period it may be contesting the same in the
manner provided in § 6.2 hereof.

§ 6.2. Claims; Contests; Refunds. If claim is
made against the Vendor for any Taxes indemnified against
under this Article 6, the Vendor shall promptly notify the
Owner-Trustee. If reasonably requested by the Owner-
Trustee in writing, the Vendor shall, upon receipt of a
letter of indemnity satisfactory to it for all costs,
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expenses, losses, legal and accountants' fees and dis-
bursements, penalties, fines, additions to tax and inter-
est, and at the expense of the Owner-Trustee, contest in
good faith the validity, applicability or amount of such
Taxes by (a) resisting payment thereof if possible, (b)
not paying the same except under protest, if protest is
necessary and proper, and (c) if payment is made, using
reasonable efforts to obtain a refund thereof in appro-
priate administrative or judicial proceedings, or both.
The Owner-Trustee may also contest, at its own expense,
the validity, applicability or amount of such Taxes in the
name of the Vendor; provided that, no proceeding or
actions relating to such contest shall be commenced (nor
shall any pleading, motion, brief or other paper be
submitted or filed in the name of the Vendor in any such
proceeding or action) without the prior written consent of
the Vendor. If the Vendor shall obtain a refund of all or
any part of such Taxes previously reimbursed by the
Owner-Trustee in connection with any such contest or an
amount representing interest thereon, the Vendor shall pay
the Owner-Trustee the amount of such refund or interest
net of expenses; provided, however, that no event of
default set forth in § 16.1 hereof and no event which with
notice or lapse of time or both would consitute such an
event of default shall have occurred and be continuing.

§ 6.3 Survival. All of the obligations of the
Owner-Trustee under this Article 6 shall survive and
continue, notwithstanding payment in full of all amounts
due under this Agreement.

ARTICLE 7. MAINTENANCE: CASUALTY OCCURRENCES

§ 7.1. Maintenance. Subject to the limitations
contained in § 4.8 and Article 23 hereof, the Owner-
Trustee shall, at its own cost and expense, maintain and
keep each unit of the Equipment in good operating order,
repair and condition, ordinary wear and tear excepted.

§ 7.2. Termination; Casualty Occurrences. In
the event that the Lease is terminated in respect of any
unit of the Equipment pursuant to § 7.9 of the Lease (any
such termination being herein called a Termination) or any
unit of the Equipment shall be or become worn but, lost,
stolen, destroyed, or, in the reasonable opinion of the
Lessee, irreparably damaged, from any cause whatsoever or
the Purchase Price of any unit shall have been refunded by
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the Builder pursuant to the Builder's patent indemnities
therefor or any unit shall be taken or requisitioned by
condemnation or otherwise by the United States Government
for a stated period which shall exceed the then remaining
term of the Lease or by any other governmental entity
resulting in loss of possession by the Lessee for a period
of 180 consecutive days during the term of the Lease (such
occurrences being herein called Casualty Occurrences), the
Owner-Trustee shall, promptly after it shall have received
notice from the Lessee or otherwise been informed that
such unit is subject to a Termination or has suffered a
Casualty Occurrence, cause the Vendor to be fully informed
in regard thereto. On the next succeeding date for the
payment of interest on the Indebtedness after notice
from the Lessee has been received pursuant to § 7.1 of the
Lease, or on the Termination Date (as defined in the
Lease) in the case of a Termination (each such date being
hereinafter called a Settlement Date), the Owner-Trustee
shall, except to the extent insurance proceeds have been
previously received by the Vendor with respect to such
Casualty Occurrence and not paid by the Vendor to the
Owner-Trustee, subject to the limitations contained in
§ 4.8 hereof, pay to the Vendor a sum equal to the Cas-
ualty Payment (as hereinafter defined in this Article 7)
of such unit suffering a Casualty Occurrence or Termina-
tion as of such Settlement Date, together with an amount
equal to accrued interest thereon and shall file, or cause
to be filed, with the Vendor a certificate setting forth
the Casualty Payment for such unit. Any money paid to the
Vendor pursuant to this paragraph shall be applied on the
date of such payment to prepay without penalty or premium,
ratably in accordance with the unpaid balance of each
installment, the Indebtedness, together with all interest
accrued on the portion of the Indebtedness being prepaid.
The Owner-Trustee shall promptly cause to be furnished to
the Vendor and the Lessee a revised schedule of payments
of principal and interest thereafter to be made calculated
as provided in § 4.4 hereof. In the event of the re-
quisition for use by the United States Government of any
unit of the Equipment not constituting a Casualty Occur-
rence, all of the Owner-Trustee's obligations hereunder
with respect to such unit shall continue to the same
extent as if such requisition had not occurred.

§ 7 . 3 - . . - . . _ . . _ . _ . _ - - . . .
Payment. Upon the making of the Casualty Payment to the
Vendor for any unit of the Equipment having suffered a
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Casualty Occurrence or a Termination, absolute right to
the possession of, title to and property in such unit
shal l pass to and vest in the Owner-Trustee, without
f u r t h e r t ransfer or action on the part of the Vendor,
except that the Vendor, if requested by and at the expense
of the Owner-Trustee, will execute and deliver to the
Owner-Trustee an appropriate instrument confirming such
passage to the Owner-Trustee of all the Vendor's right,
t i t le and in teres t , and the release of the Vendor 's
security interest, in such uni t , in recordable form, in
order that the Owner-Trustee may make clear upon the
pub l i c records the title of the Owner-Trustee to such
unit.

§ 7.4 Casualty Payment. The Casualty Payment
for each un i t of the E q u i p m e n t s u f f e r i n g a Casualty
Occurrence or a Termination shall be deemed to be that
portion of the original Purchase Price thereof referred to
in § 4 . 3 ( b ) hereof remaining unpaid on the date as of
which such Casualty Payment shall be determined (without
giving effect to any prepayment or prepayments theretofore
made under this Article 7 with respect to any other un i t ) .
For the purpose of this § 7 . 4 , each paymen t of the
Purchase Price made pursuant to Article 4 hereof shall be
deemed to be a paymen t w i t h respect to each unit of
the Equipment in like proportion as the original Purchase
Price of such uni t bears to the aggregate original Pur-
chase Price of all of the Equipment.

ARTICLE 8. INSURANCE PROCEEDS AND CONDEMNATION
PAYMENTS

If the Vendor shall rece ive any i n s u r a n c e
proceeds or condemnation payments in respect of any units
of the Equipment s u f f e r i n g a Casualty Occurrence, the
Vendor shall p rompt ly pay such insurance proceeds or
condemna t ion payments to the Owner-Trustee; provided,
however, that no event of default shall have occurred and
be continuing hereunder and the Owner-Trustee shall have
made the Casualty Payment for such units, together with
accrued interest thereon, to the Vendor. All insurance
proceeds received by the Vendor in respect of any unit of
the Equipment not s u f f e r i n g a Casual ty Occurrence or a
Termination shall be paid to the Owner-Trustee upon proof
reasonably sat isfactory to the Vendor that any damage to
such uni t in respect of which such proceeds were paid has
been fully repaired.
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ARTICLE 9. REPORTS AND INSPECTIONS

On or before April 30 in each year, commencing
with the year 1980, the Owner-Trustee shall, subject to
the provisions of Article 23 hereof, cause to be furnished
to the Vendor an accurate statement to the e f fec t set
for th in Article 8 of the Lease. The Vendor shall have
the right, by its agents, to inspect the Equipment and the
Owner -Trus tee ' s and the Lessee's records with respect
thereto at such reasonable times as the Vendor may request
during the term of this Agreement.

ARTICLE 10. MARKING OF EQUIPMENT

The Owner-Trustee will cause each unit of the
Equipment to be kept numbered and marked as provided in
Article 5 of the Lease. The Owner-Trustee will not permit
any such unit to be placed in operation or exercise any
control over the same until such markings shall have been
made thereon and will replace or will cause to be replaced
prompt ly any such mark ings which may be removed, ob-
l i t e ra ted , d e f a c e d or des t royed. The Owner-Trustee
will not permit the identifying number of any unit of the
E q u i p m e n t to be changed except in accordance with a
s ta tement of new n u m b e r or numbers to be substituted
therefor, which statement previously shall have been filed
with the Vendor and filed and deposited by or on behalf of
the Owner-Trustee in all public offices where this Agree-
ment shall have been filed and deposited.

Excep t as he r e inabove p r o v i d e d , the Owner-
Trustee will not allow the name of any person, association
or corporation to be placed on any unit of the Equipment
as a designation that might be interpreted as a claim of
ownership; provided, however, that the Equipment may be
le t tered w i t h the n ame s , in i t i a l s or other insignia
customarily used by the Lessee or its affiliates.

A R T I C L E 11. C O M P L I A N C E WITH LAWS AND RULES

During the term of this Agreement , the Owner-
Trustee will comply, and will cause every lessee or user
of the Equipment to comply, in all respects (including,
wi thout l imi ta t ion , with respect to the use, maintenance
and opera t ion of the Equipment ) wi th all laws of the
j u r i s d i c t i o n s in which its or such lessee's or use r ' s
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operations involving the Equipment may extend, with the
Interchange Rules of the Association of American Rail-
roads and w i t h all l awfu l rules of the United States
Depar tmen t of Transportation, the Interstate Commerce
C o m m i s s i o n and any other legislative, executive, ad-
min i s t r a t i ve or judicial body exercising any power or
jur isdic t ion over the Equipment, to the extent that such
laws and rules a f fec t the title, operation or use of the
Equ ipmen t , and in the event that such laws or rules
require any alteration, replacement' or addition of or to
any part on any unit of the Equipment, the Owner-Trustee
wi l l c o n f o r m the r ewi th at no expense to the Vendor;
provided, however, that the Owner-Trustee may, in good
faith, contest the validity or application of any such law
or rule in any reasonable manner which does not, in the
opinion of the Vendor, adversely a f fec t the property or
rights of the Vendor under this Agreement.

ARTICLE 12. POSSESSION AND USE

§ 12.1 Possession and Use of Equipment. The
Owner-Trustee, so long as an event of default shall not
have occurred and be continuing under this Agreement ,
shall be enti t led, f rom and after delivery of the Equip-
ment by the Builder to the Owner-Trustee, to the posses-
sion of the Equipment and the quiet enjoyment and use
t h e r e o f , but only upon and s u b j e c t to all the terms
and conditions of this Agreement.

§ 12.2 Lease Permit ted; No Amendment or Ter-
mination. The Owner-Trustee simultaneously is leasing the
Equipment to the Lessee as provided in the Lease. The
Lease shal l not be amended or te rmina ted (except in
accordance wi th its terms) without the prior written
consent of the Vendor.

ARTICLE 13. PROHIBITION AGAINST LIENS

§ 13.1 Owner-Trustee to Discharge Liens. The
O w n e r - T r u s t e e wi l l pay or discharge any and all sums
claimed by any party f rom, through or under the Owner-
Trustee, or its successors or assigns, which, if unpaid,
m i g h t become a l i en , cha rge , s ecu r i t y in t e re s t or
other encumbrance upon or with respect to the Equipment or
any u n i t thereof or the income and proceeds from the
Equ ipmen t and wi l l promptly discharge any such l ien,
charge, security interest or encumbrance which
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arises, but shall not be required to pay or discharge any
such claim so long as the validity thereof shall be
contested in good faith and by appropriate legal proceed-
ings in any reasonable manner and the nonpayment thereof
does not, in the opinion of the Vendor, adversely affect
the security interest of the Vendor in or to the Equipment
or otherwise under this Agreement. Any amounts paid by
the Vendor in discharge of liens, charges, security
interests or encumbrances upon the Equipment shall be
secured by and under this Agreement. This covenant will
not be deemed breached by reason of liens for taxes,
assessments or governmental charges or levies, either not
due and delinquent or being contested in accordance with
§6.2 hereof or undetermined or inchoate materialmen's,
mechanics', workmen's, repairmen's or other like liens
arising in the ordinary course of business and, in each
case, either not delinquent or which shall have been
bonded or the enforcement of which shall have been sus-
pended (but only for the duration of such suspension).

§ 13.2 Article 1.3 Subject to Article 23 Except
n̂_Ce_rt̂ ij]._j:jij3̂ aji££ŝ . The obligations of the Owner-
Trustee under this Article 13 are subject to the limita-
tions contained in §4.8 and Article 23 hereof; provided,
however, that the Owner-Trustee will pay or discharge any
and all claims, liens, charges, security interests, and
encumbrances claimed by any party from, through or under
the Owner-Trustee or the Owners not arising out of the
transactions contemplated hereby or in other documents
mentioned herein (but including tax liens arising out of
the receipt of the income and proceeds from the Equip-
ment), but the Owner-Trustee shall not be required to pay
or discharge any such claim, lien, charge, security
interest, or encumbrance so long as the validity thereof
shall be contested in good faith and by appropriate legal
proceedings in any reasonable manner and the nonpayment
thereof does not adversely affect the security interest of
the Vendor in or to the Equipment or otherwise under this
Agreement or in and to the Lease and the payments to be
made thereunder.

ARTICLE 14. INDEMNITIES AND WARRANTIES

§ 14.1 Indemnification. The Owner-Trustee
shall pay, and shall protect, indemnify and hold the
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Vendor and any agents and servants of the Vendor (here-
inaf ter called Indemni f ied Persons) , harmless from and
against any and all causes of action, suits, penalties,
claims, demands or judgments , of any nature whatsoever
which may be imposed on, incurred by or asserted against
any Indemni f i ed Person ( inc luding any or all liabili-
ties, obligations, damages, costs, disbursements, expenses
[including without limitation reasonable attorneys' fees
and expenses of any Indemnified Person] relating thereto)
in any way relating to or arising, or alleged to arise out
of this Agreement or the Equipment , including without
l i m i t a t i o n those in any way relating to or arising or
alleged to arise out of (i) the manufacture, construction,
p u r c h a s e , acceptance, reject ion, ownership, delivery,
nondelivery, lease, possession, use, operation, condition,
sale, r e t u r n or other disposition of any uni t of the
Equipment or portion thereof, ( i i ) any latent and other
defects whether or not discoverable by the Owner-Trustee
or the Vendor, ( i i i ) any claim for patent, trademark or
copyright inf r ingement , ( i v ) any claims based on strict
liability in tort, (v) any injury to or the death of any
person or any damage to or loss of property on or near the
Equipment or in any manner growing out of or concerned
w i t h , or alleged to grow out of or be connected with, the
ownership, use, replacement, adaptation or maintenance of
the Equipment or of any other equipment in connection with
the Equipment (whether owned or under the control of the
Owner-Trustee, the Lessee or any othe.r person) or result-
ing or alleged to result from the condition of any there-
of; ( v i ) any v io la t ion , or alleged violation, of any
provision of this Agreement or any agreement, law, rule,
regula t ion, ordinance or restriction, a f f ec t i ng or ap-
plicable to the Equipment or the leasing, ownership, use,
replacement, adaptation or maintenance thereof; or (v i i )
any c l a im a r i s i n g out of the Vendor ' s retention of a
s ecu r i t y in te res t unde r th is Agreemen t or the Lease
Assignment ; except that the Owner-Trustee shall not be
liable to the Builder in respect of any of the foregoing
matters to the extent liability in respect thereof arises
from an act or omission of the Builder or is covered by
the Builder's patent indemnification referred to in § 14.3
hereof . The Owner-Trustee shall be obligated under this
Article 14, irrespective of whether any Indemnified Person
shall also be indemnified with respect to the same matter
under any other agreement by any other person, and the
I n d e m n i f i e d Person seeking to enforce the indemnification
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may proceed directly against the Owner-Trustee under this
Ar t i c l e 14 w i t h o u t f i r s t resorting to any such other
rights of indemnif ica t ion . In case any action, suit or
proceeding is brought against any Indemnified Person in
connection- wi th any claim indemnified against hereunder,
the Owner-Trustee may and, upon such Indemnified Person's
request, will at the Owner-Trustee's expense resist and
defend such action, suit or proceeding, or cause the same
to be resisted or defended by counsel selected by the
Owner-Trustee and approved by such Indemnified Person and,
in the event of any failure by the Owner-Trustee to do so,
the Owner -Trus tee shall pay all reasonable costs and
expenses (including without limitation attorneys' fees and
expenses) incurred by such Indemnified Person in connec-
tion with such action, suit or proceeding. In the event
the Owner-Trustee is required to make any payment under
th is Art ic le 14, the Owner-Trustee shall pay such In-
demnif ied Person an amount which, after deduction of all
taxes requ i red to be paid by such Indemnif ied Person
in respect of the receipt thereof under the laws of of the
U n i t e d States or of any political subdivision thereof
(a f t e r giving credit for any savings in respect- of any
such taxes by reason of deductions, credits or allowances
in respect of the payment of the expense indemnified
against, and of any other such taxes as determined in the
sole discretion of the Indemnified Person), shall be equal
to the amount of such payment. The Vendor and the Owner-
Trus tee each agrees to give each other promptly upon
obtaining knowledge thereof written notice of any claim or
l iabi l i ty hereby i n d e m n i f i e d against. Upon the pay-
ment in f u l l of any indemnities as contained in this
Ar t i c l e 14 by the Owner-Trustee, and provided that no
even t of de fau l t set for th in § 16.1 hereof (or other
event which wi th lapse of time or notice or both would
constitute such an event of defaul t ) shall have occurred
and be cont inuing , the Owner-Trustee shall be subrogated
to any right of such Indemnif ied Person (except against
ano the r I n d e m n i f i e d Person) in respect of the matter
aga ins t which indemnity has been given. Any payments
received by such Indemnified Person from any person (other
than the Owner-Trustee) as a result of any matter with
respect to which such Indemnified Person has been indem-
n i f ied by the Owner-Trustee pursuant hereto shall be paid
over to the Owner -Trus t ee to the extent necessary to
reimburse the Owner-Trustee for indemnification payments
previously made in respect of such matter.
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§ 14.2 S_u£ v^va.lj__No_S^vabr_O£a^_ion.. The in-
demnities contained in this Article 14 shall survive the
expiration or termination of this Agreement with respect
to all events, facts, conditions or other circumstances
occurring or existing prior to such expiration or ter-
mination and are expressly made for the benefit of, and
shall be enforceable by, any Indemnified Person. None of
the indemnities in this Article 14 shall be deemed to
create any rights of subrogation in any insurer or third
party against the Owner-Trustee therefor, from or under
any Indemnified Person, whether because of any claim paid
or defense provided for the benefit thereof or otherwise.
The Owner-Trustee will bear the responsibility for, and
risk of, and shall not be released from its obligations
under this Agreement in the event of, any damage to or the
destruction or loss of any unit of or all the Equipment.

§ 14.3 Warranties of Bu i.l.d̂ i: j_Pat.ent. __In-
demnities. The agreement of the parties relating to the
Builder's warranties of material and workmanship and the
agreement of the parties relating to patent indemnifica-
tion are set forth in Items 3 and 4 of Annex A hereto.

ARTICLE 15. ASSIGNMENTS

§ 15.1 Assignment by Owner-Trustee. Except as
provided in the Trust Agreement, the Owner-Trustee will
not (a) except as provided in Article 12 hereof, transfer
the right to possession of any unit of the Equipment or
(b) sell, assign, transfer or otherwise dispose of its
rights under this Agreement.

§ 15.2 Assignment by Vendor. All or any of the
rights, benefits and advantages of the Vendor under this
Agreement, including the right to receive the payments
herein provided to be made by the Owner-Trustee, may be
assigned by the Vendor and reassigned by any assignee at
any time or from time to time; provided, that, if such
assignment or reassignment results in more than one person
having the rights, benefits and advantages of the Vendor,
those persons shall take such action as is reasonably
necessary to empower one person to exercise, on behalf of
all such persons, such rights, benefits and advantages,
including accepting payments and otherwise acting on
behalf of such persons having such rights. No such
assignment shall subject any assignee to, or relieve the
Builder from, any of the obligations of the Builder to
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construct and deliver the Equipment in accordance herewith
or to respond to its warranties and indemnities referred
to in Article 14 hereof , or relieve the Owner-Trustee of
its obligations to the Builder contained in Articles 2, 3,
4, 6 and 14 hereof, Annex A hereto and this Article 15, or
any o the r obligation which , according to its terms or
context, is intended to survive an assignment.

Upon any such assignment, the assignor shall
give wr i t ten notice to the Owner-Trustee, together with a
c o u n t e r p a r t or copy of such a s s i g n m e n t , stating the
identity and post office address of the assignee, and such
assignee shall, by virtue of such assignment, acquire all
the assignor 's r ight , title and interest in and to the
E q u i p m e n t and this Agreement , or in and to a portion
thereof , as the case may be, subject only to such reser-
vations as may be contained in such assignment. From and
after the receipt by the Owner-Trustee of the notification
of any such assignment, all payments thereafter to be made
by the Owner-Trustee under this Agreement shall, to the
extent so assigned, be made to the assignee in such manner
as it may direct.

§ 15.3 No S e t o f f Against Indebtedness Upon
^JLiSBH^ILt • Tne O w n e r - T r u s t e e recognizes that this
Agreement will be assigned to the Assignee as provided in
the Ass ignment . The Owner-Trustee expressly represents,
for the purpose of a s s u r a n c e to any person, f i r m or
corporation considering the acquisition of this Agreement
or of all or any of the r ights of the Vendor hereunder,
and for the purpose of inducing such acquisition, that the
rights of the Assignee to the entire unpaid Indebtedness
or such part thereof as may be assigned together w i th
interest thereon, as well as any other rights hereunder
w h i c h may be so assigned, shall not be subject to any
defense , se tof f , counterclaim or recoupment whatsoever by
the Owner-Trustee arising out of any breach of any obliga-
tion of the Bui lder wi th respect to the Equipment or the
m a n u f a c t u r e , construct ion, delivery or warranty thereof,
or w i th respect to any indemni ty herein contained, nor
subject to any de fense , s e t o f f , counterclaim or recoup-
ment whatsoever arising by reason of any other indebted-
ness or liability at any time owing to the Owner-Trustee
by the Bui lder . Any and all such obligations, howsoever
ar i s ing , shall be and remain enforceable by the Owner-
Trustee or the Lessee, as the case may be, against and
only against the Builder.
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ARTICLE 16. DEFAULTS

§ 16.1 Events of Default; Termination of Lease;
Declaration of Default; Acceleration of Indebtedness. In
the event that any one or more of the following events of
default shall occur and be continuing, to wit:

(a) the O w n e r - T r u s t e e shall fa i l to pay or
cause to be paid in f u l l any sum payable by the
O w n e r - T r u s t e e w h e n payment thereof shall be due
hereunder (irrespective of the provisions of Article
4 or 23 hereof or any other provision of this Agree-
ment limiting the liability of the Owner-Trustee) and
such d e f a u l t shall continue for 15 days a f te r the
date such payment is due and payable; or

(b) the O w n e r - T r u s t e e or the Lessee shall,
for more than 45 days af ter the Vendor shall have
d e m a n d e d in wr i t ing performance thereof , fa i l or
re fuse to comply with any other covenant, agreement,
term or provision of this Agreement (irrespective of
the provisions of Article 4 or 23 hereof or any other
provision of this Agreement limiting the liability of
the Owner-Trustee) , the Lease, the Lease Assignment,
the C o n s e n t , the Pa r t i c ipa t ion Agreement or the
Assignment on its part to be kept and performed or to
make provision sat isfactory to the Vendor for such
compliance; or

(c) a pet i t ion for reorganizat ion under the
B a n k r u p t c y A c t , as now c o n s t i t u t e d or as here-
a f t e r a m e n d e d , shal l be f i l ed by or against the
Lessee or the G u a r a n t o r a n d , u n l e s s such peti-
tion shall have been dismissed, null i f ied, stayed or
otherwise rendered ineffective (but then only so long
as such stay shall continue in force or such ineffec-
tiveness shall continue), all the obligations of the
Lessee under the Lease or the Guarantor under the
Guaranty, as the case may be, shall not have been and
shall not c o n t i n u e to have been duly assumed in
w r i t i n g , p u r s u a n t to a court order or decree, by
a t rus tee or t rus tees appointed (whe the r or not
s u b j e c t to r a t i f i c a t i o n ) in such proceedings in
such m a n n e r that such obligations shall have the
same status as obligations incurred by such trustee
or trustees, W i t h i n 30 days after such appointment,
if any, or 60 days a f t e r such peti t ion shall have
been filed, whichever shall be earlier; or
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(d) any other proceeding shall be commenced by
or against the Owner-Trustee, the Lessee or the
Guarantor for any relief which includes, or might
result in, any modification of the obligations of the
Owner-Trustee hereunder, an Owner under the Parti-
cipation Agreement or the Trust Agreement, the
Lessee under the Lease or the Guarantor under the
Guaranty, as the case may be, under any bankruptcy or
insolvency laws, or laws relating to the relief of
debtors, readjustment of indebtedness, reorganiza-
tions, arrangements, compositions or extensions
(other than a law which does not permit any readjust-
ment of such obligations of the Owner-Trustee, an
Owner, the Lessee or the Guarantor, as the case may
be), and, unless such proceedings shall have been
dismissed, nullified, stayed or otherwise rendered
ineffective (but then only so long as such stay shall
continue in force or such ineffectiveness shall
continue), all such obligations of the Owner-Trustee,
such Owner, the Lessee or the Guarantor, as the case
may be, shall not have been and shall not continue to
have been duly assumed in writing, pursuant to a
court order or decree, by a trustee or trustees or
receiver or receivers appointed (whether or not
subject to ratification) for the Owner-Trustee,
such Owner, the Lessee or the Guarantor, as the
case may be, or for their respective property in
connection with any such proceedings in such manner
that such obligations shall have the same status as
obligations incurred by such trustee or trustees or
receiver or receivers, within 30 days after such
appointment, if any, or 60 days after such proceed-
ings shall have been commenced, whichever shall be
earlier;

then at any time during the continuance of such an event
of default the Vendor may, upon five days' written notice
to the Owner-Trustee and the Lessee and upon compliance
with any legal requirements then in force and applicable
to such action by the Vendor, (i) subject to -the provi-
sions of §15.2(2) of the Lease, cause the term of the
Lease immediately upon such notice to terminate (and the
Owner-Trustee acknowledges the right of the Vendor to
terminate the term of the Lease), provided, however, that
such termination shall not be in derogation of or impair
the rights of the Vendor to enforce any of its rights and
remedies under Article 13 of the Lease and shall not
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affect the indemnities which by the provisions of the
Lease survive its termination, and/or (ii) declare .(here-
inafter called a Declaration of Default) the entire unpaid
Indebtedness, together with the interest thereon then
accrued and unpaid, immediately due and payable, without
further demand, and thereafter the aggregate of the unpaid
balance of the Indebtedness and interest shall bear
interest from the date of such Declaration of Default at
the Penalty Rate to the extent legally enforceable. Upon
a Declaration of Default, subject to § 4.8 hereof, the
Vendor shall be entitled to recover judgment for the
entire unpaid balance of the Indebtedness so payable, with
interest as aforesaid, and to collect such judgment out of
any property of the Owner-Trustee, subject to the provi-
sions of § 4.8 and Article 23 hereof, wherever situated.

§ 16.2 Waiver of Defaults. The Vendor may, at
its election, waive any such event of default and its
consequences and rescind and annul any Declaration of
Default or notice of termination of the Lease by notice to
the Owner-Trustee and the Lessee in writing to that
effect, and thereupon the respective rights of the
parties shall be as they would have been if no such event
of default had occurred and. no Declaration of Default or
notice of termination of the Lease had been made or
given. It is agreed by the Owner-Trustee that time is of
the essence to this Agreement and that no such waiver,
rescission or annulment shall extend to or affect any
other or subsequent default or impair any rights or
remedies consequent thereon.

ARTICLE 17. REMEDIES

§ 17.1 Vendor May Take Possession of Equipment.
At any time during the continuance of a Declaration of
Default, the Vendor may, subject to the provisions of
§ 15.2(2) of the Lease and upon such further notice, if
any, as may be required for compliance with any mandatory
legal requirements then in force and applicable to the
action to be taken by the Vendor, take or cause to be
taken, by its agent or agents, immediate possession of the
Equipment, or one or more of the units thereof, without
liability to return to the Owner-Trustee any sums thereto-
fore paid and free from all claims whatsoever, except as
hereinafter in this Article 17 expressly provided, and
may remove the same from possession and use of the Owner-
Trustee, the Lessee or any other person and for such
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purpose may enter upon the premises of the Owner-Trustee
or the Lessee or any other premises where the Equipment
may be located and may use and employ in connection with
such removal any supplies, services and aids and any
available trackage and other facilities or means of the
Owner-Trustee or the Lessee, subject to all mandatory
requirements of due process of law.

§ 17.2 Assembling of Equipment for Vendor. In
case the Vendor shall demand possession-of the Equipment
pursuant to this Agreement and shall designate a reason-
able point or points for the delivery of the Equipment to
the Vendor, the Owner-Trustee shall at its own expense and
risk:

(a) forthwith and in the usual manner (includ-
ing, but not by way of limitation, giving prompt
telegraphic and written notice to the Association of
American Railroads and all railroads to which any
unit or units have been interchanged or which may
have possession thereof to return the unit or units)
and at the usual speed place such units upon such
storage tracks as the Vendor reasonably may desig-
nate;

(b) permit the Vendor to store such units
on such tracks at the risk of the Owner-Trustee
without charge for insurance, rent or storage until
all such units of Equipment have been sold, leased
or otherwise disposed of by the Vendor; and

(c) cause the same to be transported to any
reasonable place as directed by the Vendor.

During any storage period, the Lessee has agreed pursuant
to § 14.1 of the Lease, at its own cost and expense, to
insure, maintain and keep each such unit in good order .and
repair and to permit the inspection of the Equipment by
the Vendor, the Vendor's representatives and prospec-
tive purchasers and users. The Owner-Trustee hereby
expressly waives any and all claims against the Vendor and
its agent or agents for damages of whatever nature in
connection with any retaking of any unit of the Equipment
in any reasonable manner, subject to all mandatory re-
quirements of law.
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§ 17.3. Vendor May Dispose of or Retain Equip-
ment. At any time during the continuance of a Declaration
of De fau l t , the Vendor (af ter retaking possession of the
Equipment as hereinbefore in this Article 17 provided)
may, at its election, retain the Equipment in satisfaction
of the en t i re Indebtedness and make such disposit ion
thereof as the Vendor shall deem f i t . Written notice of
the Vendor ' s election to retain the Equipment shall be
given to the Owner-Trustee and the Lessee by telegram or
registered mail, and to any other persons to whom the law
may require notice, wi th in 30 days a f te r such Declara-
t ion of De fau l t . In the event that the Vendor should
elect to retain the Equipment and no object ion is made
thereto wi th in the 30-day period described in the second
proviso be low, all the Owner-Trustee 's r ights in the
Equipment shall thereupon terminate and all payments made
by the Owner-Trustee may be retained by the Vendor as
compensa t ion for the use of the Equipment ; provided ,
however, tha-t if the Owner-Trustee, before the expiration
of the 30-day per iod described in the proviso below,
should pay or cause to be paid to the Vendor the total
u n p a i d I n d e b t e d n e s s , toge ther w i t h interest thereon
accrued and unpaid and all other payments due under this
Agreement as well as expenses of the Vendor in retaking
possess ion of and r e m o v i n g , s to r ing and holding the
E q u i p m e n t , then in such event absolute r ight to the
possess ion of, title to and property in the Equipment
shall pass to and vest in the Owner-Trustee; provided ,
f_ur^he£, that if the Owner-Trustee, the Lessee or any
other persons not i f ied under the terms of this paragraph
object in wr i t ing to the Vendor wi th in 30 days from the
receipt of notice of the Vendor's election to retain the
Equipment , then the Vendor may not so retain the Equip-
ment , but shall sell, lease or otherwise dispose of it or
continue to hold it pending sale, lease or other disposi-
t ion as h e r e i n a f t e r p r o v i d e d or as may otherwise be
permitted by law. If the Vendor shall not have given
not ice to retain as hereinabove provided or notice of
intention to dispose of the Equipment in any other manner,
it shall be deemed to have elected to sell the Equipment
in accordance wi th the provisions of this Article 17.

§ 1 7 . 4 _ _ _ _ _ _ _ ^ _ _ _ _ _ _ _ _ _
Trustee ' s Right of Redempt ion. At any time dur ing the
cont inuance of a Declaration of Default , the Vendor, with
or wi thout retaking possession thereof, at its election
and upon reasonab le notice to the Owner-Trustee, the
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Lessee and any other persons to whom the law may require
notice of the time and place, may, subject to the rights
of the Lessee under § 15.2 of the Lease, sell the Equip-
ment, or one or more of the units thereof, free from any
and all claims of the Owner-Trustee, the Lessee or any
other party claiming from, through or under the Owner-
Trustee or the Lessee, at law or in equity, at public or
private sale and with or without advertisement as the
Vendor may determine; provided, however, that if, prior to
such sale and prior to the making of a contract for such
sale, the Owner-Trustee should tender full payment of the
total unpaid balance of the Indebtedness, together with
interest thereon accrued and unpaid and all other payments
due under this Agreement as well as expenses of the Vendor
in retaking possession of, removing, storing, holding and
preparing the Equipment for, and otherwise arranging for,
the sale and the Vendor's reasonable attorneys' fees, then
upon receipt of such payment, expenses and fees by the
Vendor, absolute right to the possession of, title to and
property in the Equipment shall pass to and vest in the
Owner-Trustee. The proceeds of such sale or other dis-
postion, less the attorneys' fees and any other expenses
incurred by the Vendor in retaking possession of, remov-
ing, storing, holding, preparing for sale and selling or
otherwise disposing of the Equipment, shall be credited on
the amount due to the Vendor under the provisions of this
Agreement.

§ 17.5. Sale of Equipment by Vendor. Any sale
hereunder may be held or conducted at Chicago, Illinois,
at such time or times as the Vendor shall specify (unless
Vendor shall specify a different place or places, in which
case the sale shall be held at such place or places as the
Vendor may specify), in one lot and as an entirety or in
separate lots and without the necessity of gathering at
the place of sale the property to be sold, and in general
in such manner as the Vendor may determine, so long as
such sale shall be in a commercially reasonable manner.
The Vendor, the Owner-Trustee or the Lessee may bid for
and become the purchaser of the Equipment, or any unit
thereof, so offered for. sale. The Owner-Trustee- and the
Lessee shall be given written notice of such sale not less
than ten days prior thereto, by telegram or registered
mail. In addition, if such sale shall be a private sale
(which shall be deemed to mean only a sale where an
advertisement for bids has not been published in a news-
paper of general circulation or a sale where less than 40
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offerees have been solicited in writing to submit bids) ,
it shall be subject to the rights of the Lessee and the
Owner-Trustee to purchase or provide a purchaser, within
ten days af ter notice of the proposed sale price, at the
same price offered by the intending purchaser or a better
price. In the event that the Vendor shall be the pur-
chaser of the Equipment , it shall not be accountable to
the Owner -Trus t ee or Lessee (except to the extent of
surplus money received as here inaf te r provided in this
Article 17), and in payment of the purchase price therefor
the Vendor shall be entitled to have credited on account
thereof all or any part of sums due to the Vendor here-
under.

§ 17.6 Effec t of Remedies and Powers. Each and
every power and remedy hereby specifically given to the
Vendor shall be in addi t ion to every other power and
remedy he reby spec i f ica l ly given or now or hereaf ter
existing at law or in equity, and each and every power and
remedy may be exercised f rom time to time and simulta-
neously and as o f t en and in such order as may be deemed
expedient by the Vendor. All such powers and remedies
shall be cumulative, and the exercise of one shall not be
deemed a waiver of the r ight to exercise any other or
others. No delay or omission of the Vendor in the exer-
cise of any such power or remedy and no renewal or exten-
sion of any payments due hereunder shall impair any such
power or remedy or shall be construed to be a waiver of
any defau l t or an acquiescence therein. Any extension of
t ime for p a y m e n t h e r e u n d e r or o ther indulgence duly
granted to the Owner-Trustee shall not otherwise alter or
a f f e c t the Vendor ' s r ights or the Owner-Trustee's obli-
gations hereunder. The Vendor's acceptance of any payment
a f t e r it shall have become due hereunder shall not be
deemed to alter or affect the Owner-Trustee's obligations
or the V e n d o r ' s r i g h t s hereunder wi th respect to any
subsequent payments or default therein.

§ 17.7. Def ic i ences . If , a f t e r applying all
sums of money realized by the Vendor under the remedies
herein provided, there shall remain any amount due to it
under the provisions of this Agreement, the Owner-Trustee
shall, subject to the limitations of §4.8 and Article 23
hereof , pay the amount of such deficiency to the Vendor
upon d e m a n d , t o g e t h e r wi th interest thereon f rom the
date of such demand to the date of payment at the Penalty
Rate, and , if the Owner-Trustee shall f a i l to pay such
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deficiency, the Vendor may bring suit therefor and shall/
subject to the limitations of § 4.8 and Article 23 hereof,
be entitled to recover a judgment therefor against the
Owner-Trustee. If, after applying as aforesaid all sums
realized by the Vendor, there shall remain a surplus in
the possession of the Vendor, such surplus shall be paid
to the Owner-Trustee.

§ 17.8. Expenses. The Owner-Trustee will pay
out of the income and proceeds from the Equipment all
reasonable expenses, including attorneys' fees, incurred
by the Vendor in enforcing its remedies under the terms of
this Agreement. In the event that the Vendor shall bring
any suit to enforce any of its rights hereunder and shall
be entitled to judgment, then in such suit the Vendor may
recover out of the income and proceeds from the Equipment
all reasonable expenses, including reasonable attorneys'
fees, and the amount thereof shall be included in such
judgment.

§ 17.9. Remedies Subject to Mandatory Legal
Requirements. The foregoing provisions of this Article 17
are subject in all respects to all mandatory legal re-
quirements at the time in force and applicable thereto.

ARTICLE 18. APPLICABLE STATE LAWS

§ 18.1. Conflict with State Laws. Any provi-
sion of this Agreement prohibited by any applicable law of
any jurisdiction (which is not overridden by applicable
federal law) shall as to such jurisdiction be ineffective,
without modifying the remaining provisions of this Agree-
ment. Where, however, the conflicting provisions of any
such applicable law may be waived, they are hereby waived
by the Owner-Trustee to the full extent permitted by law,
it being the intention of the parties hereto that this
Agreement shall be deemed to be a conditional sale and
enforced as such.

§ 18.2. Waiver of Notices. Except as otherwise
provided in this Agreement, the Owner-Trustee, to the full
extent permitted by law, hereby waives all statutory or
other legal requirements for any notice of any kind,
notice of intention to take possession of or to sell or
lease the Equipment, or any one or more units thereof, and
any other requirements as to the time, place and terms of
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the sale or lease thereof, any other requirements with
respect to the enforcement of the Vendor's rights and any
and all rights of redemption.

ARTICLE 19. RECORDING

The Owner-Trustee will cause this Agreement, any
assignments hereof, the Lease, the Lease Assignment and
any amendments or supplements hereto or thereto to be
filed with the Interstate Commerce Commission in accord-
ance with Section 20c of the Interstate Commerce Act; and
the Owner-Trustee in addition will from time to time do
and perform any other act and will execute, acknowledge,
deliver, file, register, deposit and record (and will
redeliver, refile, reregister, redeposit and rerecord
whenever required) any and all further instruments re-
quired by law or reasonably requested by the Vendor for
the purpose of proper protection, to the satisfaction of
counsel for the Vendor, of its interest to the Equipment
and its rights under this Agreement or for the purpose of
carrying out the intention of this Agreement; and the
Owner-Trustee will promptly furnish to the Vendor evidence
of such filing, registering, depositing and recording
satisfactory to the Vendor.

ARTICLE 20. REPRESENTATIONS AND WARRANTIES OF
BUILDER

The Builder hereby represents and warrants to
the Owner-Trustee that this Agreement is duly authorized
by it and lawfully executed and delivered by it for a
valid consideration, that, assuming due authorization,
execution and delivery by the Owner-Trustee, this Agree-
ment is, insofar as the Builder is concerned, a legal,
valid and existing agreement binding upon the Builder in
accordance with its terms.

ARTICLE 21. HEADINGS; EFFECT AND MODIFICATION
OF AGREEMENT

All article and section headings are inserted
for convenience only and shall not affect any construction
or interpretation of this Agreement. Except .for the
Participation Agreement, this Agreement, including the
Annexes hereto, exclusively and completely states the
rights of the Vendor and the Owner-Trustee with respect
to the Equipment and supersedes all other agreements, oral
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or wr i t ten , with respect to the Equipment. No variation
or modif ica t ion of this Agreement and no waiver of any of
its provisions or conditions shall be valid unless in
wri t ing and signed by duly authorized representatives of
the Vendor and the Owner-Trustee.

ARTICLE 22. NOTICE

Any no t ice h e r e u n d e r to any of the parties
designated below shall be deemed to be properly served if
delivered or mailed to it by f i r s t class mai l , postage
prepaid, at its chief place of business at the following
specified addresses:

(a) to the Owner-Trustee, at 130 South LaSalle
Street , Chicago, Illinois 6 0 6 9 0 , Attent ion:
Vice P r e s i d e n t , w i t h copies to C i t i z e n s
F ide l i t y Bank and T rus t C o m p a n y , 419 West
Je f fe rson Street, Louisville, Kentucky 40202,
A t t e n t i o n : Vice P re s iden t , and S u b u r b a n
Trus t C o m p a n y , 6 4 9 5 N e w H a m p s h i r e Avenue,
H y a t t s v i l l e , M a r y l a n d 2 0 7 8 3 , A t t e n t i o n :
President,

(b) to the Bui lder , at its address specified
in Item 1 of Annex A hereto,

(c) to the A s s i g n e e , at 135 South LaSalle
Street, Chicago, I l l inois 6 0 6 9 0 , Attention:
Vice President,

(d) to any assignee of the Vendor, or of the
Owner-Trustee, at such address as may have been
furn i shed in wr i t ing to the Owner-Trustee, or
the Vendor , as the case may be, by such as-
signee,

or at such other address as may have been furn ished in
wr i t ing by such party to the other parties to this Agree-
ment . Any such notice shall be deemed to be effect ive
three days after its deposit.

ARTICLE 2 3 . I M M U N I T I E S ; S A T I S F A C T I O N O F
UNDERTAKINGS

§ 23.1. No Recourse .Aga ins t Cer ta in Persons.
No recourse shall be had in respect of any obligat ion
due u n d e r th is A g r e e m e n t a g a i n s t any i nco rpo ra to r ,
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stockholder, director or officer, as such, past, present
or f u t u r e , of the parties hereto or the Owners, whether
by virtue of any constitutional provision, statute or rule
of law, or by enforcement of any assessment or penalty or
otherwise, all such liability, whether at common law, in
e q u i t y , by any c o n s t i t u t i o n a l provis ion, statute or
otherwise, of such incorporators, stockholders, directors
or o f f i ce r s , as such, being forever released as a condi-
tion of and as consideration for the execution of this
Agreement.

§ 23.2. Satisfaction of Certain Covenants. The
obligations of the Owner-Trustee under §§ 7.1, 17.2, 17.7
and 17.8 hereof , and under Articles 6,9,10,11,13, 14 and
19 hereof and any and all obligations at any time arising
t h e r e u n d e r shall be deemed s a t i s f i e d in fu l l in all
respects ( e x c e p t , in the case of Article 13 hereof ,
as set fo r th in § 13.2 t h e r e o f ) , and be of no fu r the r
force or e f f e c t in so far as they involve personal li-
ab i l i t y for money or performance or otherwise of the
Owner-Trustee, other than out of "income and proceeds from
the Equ ipmen t " (as def ined in § 4.8 h e r e o f ) , upon the
execution and delivery of the Lease; provided, however,
that such obligations shall be within the scope of clauses
(a) and (b) of § 16.1 hereof (it being the intention of
the parties hereto that neither the Owner-Trustee nor any
of its properties shall be subject to any liability for
any breach or alleged breach by it of any such obligation
except out of the "income and proceeds from the Equip-
ment", but that any such breach may be made the basis of
an event of d e f a u l t under said Article 16) . No waiver
or a m e n d m e n t of t h e . L e s s e e ' s unde r t ak ings under the
Lease shall be e f f ec t ive unless joined in by the Vendor;
E£P-Y.!d_£d_' however , tha t the Vendor shall consent to
any a g r e e m e n t in w r i t i n g be tween the Lessee and the
Owner -Trus tee increasing or decreasing the rentals or
casualty values payable pursuant to Articles 3 and 7 of
the Lease as long as the amounts payable thereunder are
not reduced below those necessary to satisfy the obliga-
tions of the Owner-Trustee hereunder, such consent to be
given by the Vendor wi th in 30 days of delivery of a copy
of any such agreement to the Vendor.

§ 23.3. No Personal Liability of Owner-Trustee.
It is expressly agreed by and between the parties hereto
that each and all of the representations, undertakings and
agreements herein made on the part of the Owner-Trustee
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are each and every one of them made and intended not as
personal representations, undertakings and agreements by
Exchange National Bank of Chicago, or for the purpose or
with the intention of binding said institution personally
but are made and intended for the purpose of binding only
the Trust Estate as such term is used in the Trust Agree-
ment, and this Agreement is executed and delivered by said
institution solely in the exercise of the powers expressly
conferred upon said institution as trustee under the Trust
Agreement; and that no personal liability or personal
responsibility is assumed by or shall at any time be
asserted or enforceable against said institution on
account of any representation, undertaking or agreement of
the Owner-Trustee, whether expressed or implied, all such
personal liability, if any, being expressly waived and
released by the Vendor and by all persons claiming by,
through or under the Vendor; provided, however, that the
Vendor or any person claiming by, through or under any of
them, making claim hereunder, may look to said Trust
Estate for satisfaction of the same. Nothing contained in
this § 23.3 shall limit, restrict or impair the rights of
the Vendor to take all actions to enforce the rights and
remedies provided for herein and to bring suit and obtain
a judgment against the Owner-Trustee (provided that the
Vendor shall limit its execution of such judgment to the
amounts payable pursuant to the limitations contained in
this paragraph and § 4.8 hereof, and further, that the
judgment shall state on its face that its execution shall
be so limited) or to foreclose the lien and security
interest created by this Agreement or otherwise realize
upon the Trust Estate, including the right to proceed
against the Equipment or the Lessee under the Lease or the
Guarantor under the Guaranty.

The Owner-Trustee agrees not to enter into any
supplement or amendment of the Trust Agreement except as
provided in Section 8.1 thereof as in effect on the date
or execution and delivery hereof.

ARTICLE 24. LAW GOVERNING

The terms of this Agreement and all rights and
obligations hereunder shall be governed by the laws of the
Commonwealth of Kentucky; provided, however, that the
parties shall be entitled to all rights conferred by
Section 20c of the Interstate Commerce Act, such ad-
ditional rights, if any, arising out of the filing or
deposit hereof and of any assignment hereof as shall be
conferred by the laws of the several jurisdictions in
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which this Agreement or any assignment hereof shall be
filed or deposited or in which any unit of the Equipment
shall be located, and such rights, if any, arising out of
the marking of the Equipment.

ARTICLE 25. EXECUTION

This Agreement may be executed in any number of
counterparts, but the counterpart marked Original Counter-
part delivered to the Assignee pursuant to the Assignment
shall be deemed the original and all other counterparts
shall be deemed duplicates thereof. Although for con-
venience this Agreement is dated as of the date first
above written, the actual date or dates of execution
hereof by the parties hereto is or are, respectively, the
date or dates stated in the acknowledgments hereto an-
nexed.

IN WITNESS WHEREOF, the parties hereto have
executed or caused this instrument to be executed all as
of the date first above written.

SHENANDOAH-VIRGINIA CORPORATION

[Corporate Seal]

Attest: ^

SECRETARY ' j'"^
JOSEPH PAKUSH EXCHANGE NATIONAL BANK OF CHICAGO,

not individually but
solely in its capacity as
Trustee as aforesaid

by
Title:

[Seal]

Attest:
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STATE OF VIRGINIA )
A 'L-' . \ <s.a
Lxdi'i /O __^: ' *

CQSM& OF /f'^WA^ )

On this /iS" day of February, 1979, before me
personal ly appeared y, / ^L^g -̂*^ / to me
personally known, who b«3?ngby me duly sworn, iays that
he is a President' of SHENANDOAH-
VIRGINIA CORPORATION, that one of the seals aff ixed to .the
foregoing ins t rument is the corporate seal of said cor-
poration, that said instrument was signed and sealed on
behalf of said corporation by authority of its Board of
Directors, and he acknowledged that the execution of the
foregoing inst rument was the free act and deed of said
corporation.

Public

My Commission expires March IA

STATE OF ILLINOIS )
) ss.

COUNTY OF COOK )

On this day of February, 1979, before me
personally appeared , to me personally
known, who being by me duly sworn, says that he is a

Of EXCHANGE NATIONAL BANK OF
CHICAGO, that one of the seals affixed to the foregoing
instrument is the seal of said national banking associa-
tion, that said instrument was signed and sealed on behalf
of said national banking association by authority of its
Board of Directors, and he acknowledged that the execution
of the foregoing instrument was the free act and deed of
said national banking association, not in its individual
capacity but solely as Trustee.

Notary Public

My Commission expires '



C-37

SCHEDULE I
Allocation Schedule of Each

$1,000.,000 of Indebtedness Payable
in (i) One Interim Payment of Interest Only

on March 30, 1979 and
(ii) 36 Semiannual Installments

Commencing September 30, 1979

Principal
Installment

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

No.

(3/30/79)
(9/30/79)
(3/30/80)
(9/30/80)
(3/30/81)
(9/30/81)
(3/30/82)
(9/30/82)
(3/30/83)
(9/30/83)
(3/30/84)
(9/30/84)
(3/30/85)
(9/30/85)
(3/30/86)
(9/30/86)
(3/30/87)
(9/30/87)
(3/30/88)
(9/30/88)
(3/30/89)
(9/30/89)
(3/30/90)
(9/30/90)
(3/30/91)
(9/30/91)
(3/30/92)
(9/30/92)
(3/30/93)

Balance
(After

$1,000
989
978
966
954
941
928
914
899
884
868
851
833
814
795
775
753
731
707
670
630
589
545
500
452
402
350
295
255

Payment)

,000
,429
,349
,737
,565
,808
,437
,422
,733
,337
,200
,287
,559
,979
,504
,092
,698
,274
,771
,093
,602
,211
,828
,357
,698
,745
,388
,511
,219

.00

.32

.93

.34

.89

.70

.56

.94

.86

.87

.95

.44

.97

.37

.57

.54

.19

.24

.13

.62

.87

.64

.45

.44

.14

.24

.35

.79

.68

Interest
Payment

$ *
48,125
47,616
47,083
46,524
45,938
45,324
44,681
44,006
43,299
42,558
41,782
40,968
40,115
39,220
38,283
37,301
36,271
35,192
34,061
32,248
30,347
28,355
26,267
24,079
21,786
19,382
16,862
14,221

.00

.29

.09

.23

.48

.54

.06

.60

.69

.76

.17

.21

.07

.88

.66

.33

.73

.57

.49

.26

.76

.81

.99

.70

.10

.11

.44

.51

Principal
Recovery

$
10
11
11
12
12
13
14
14
15
16
16
17
18
19
20
21
22
23
37
39
41
43
45
47
49
52
54
40

-0-
,570
,079
,612
,171
,757
,371
,014
,689
,395
,136
,913
,727
,580
,474
,412
,394
,423
,503
,677
,490
,391
,383
,471
,659
,952
,356
,876
,292

Payment

$ -0-
.68
.39
.59
.45
.20
.14
.62
.08
.99
.92
.51
.47
.61
.80
.02
.35
.95
.11
.51
.74
.24
.19
.01
.30
.90
.89
.5.6
.11

58,
58,
58,
58,
58,
58,
58,
58,
58,
58,
58,
58,
58,
58,
58,
58,
58,
58,
71,
71,
71,
71,
71,
71,
71,
71,
71,
54,

695.68
695.68
695.68
695.68
695.68
695.68
695.68
695.68
695.68
695.68
695.68
695.68
695.68
695.68
695.68
695.68
695.68
695.68
739.00
739.00
739.00
739.00
739.00
739.00
739.00
739 .00
739.00
513.62

*Interest only on the Indebtedness shall be paid
to the extent accrued on March 30, 1979.
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Installment
No.

29 (9/30/93)
30 (3/30/94)
31 (9/30/94)
32 (3/30/95)
33 (9/30/95)
34 (3/30/96)
35 (9/30/96)
36 (3/30/97)

Principal
Balance

(After Payment)
Interest
Payment

222,331.07
187,721.97
153,339.77
116,873.12
80,663.85
42,229.11
4,082.78
-0-

12,282.45
10,699.68
9,034.12
7,379.48
5,624.52
3,881.95
2,032.28
196.48

Principal
Recovery

32,888.61
34,609.10
34,382.20
36,466.65
36,209.26
38,434.74
38,146.33
4,082.78

Payment

45,171.06
45,308.78
43,416.32
43,846.13
41,833.78
42,316.69
40,178.61
4,279.26

SCHEDULE I
Page 2
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ANNEX A

to

Conditional Sale Agreement

Item 1: SHENANDOAH-VIRGINIA CORPORATION
8 North Jefferson Street
Roanoke, Virginia 24009
Attention: President

Item 2: The Equipment shall be settled for on or after
February I, 1979, and on or prior to March 30,
1979, and in such number of Groups as may be
agreed to by the Lessee and the Bui lder (not
exceeding a total of five Groups).

Item 3: The Builder warrants that the Equipment will be
bu i l t in accordance w i t h the r e q u i r e m e n t s ,
s p e c i f i c a t i o n s and s t anda rds se t f o r t h in
Article 2 of the Condit ional Sale Agreement
to which this Annex A is attached (hereinafter
called this Agreement) and warrants that the
Equipment will be free from defects in material
(except as to specialties incorporated therein
which were specified or supplied by the Lessee
and not constructed by the Builder) and workman-
ship under normal use and service. The Builder 's
obligation under its warranty as to any unit of
the Equipment shall be limited to repairing or
replacing any part or parts on such unit which
the Builder's examination shall disclose to its
satisfaction to be defective and which, within
one year or 50,000 miles, whichever occurs f i rs t ,
a f te r acceptance of such uni t by the Owner-
T rus t ee , shal l be r e t u r n e d to the B u i l d e r ,
with transportation charges prepaid to Roanoke,
Virginia, or such other repair facility as the
Builder may reasonably designate. EXCEPT FOR THE
OBLIGATIONS AND LIABILITIES OF THE BUILDER UNDER

' ARTICLES 3, 4 AND 14 OF THIS A G R E E M E N T , THE
FOREGOING WARRANTY OF THE BUILDER IS EXPRESSLY
IN L I E U OF ALL OTHER W A R R A N T I E S , EXPRESS OR
I M P L I E D , I N C L U D I N G A N Y I M P L I E D W A R R A N T Y O F
MERCHANTABILITY OR FITNESS FOR A PARTICULAR
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PURPOSE, LIABILITY FOR LOST PROFIT OR FOR IN-
DIRECT, INCIDENTAL, CONSEQUENTIAL OR COMMERCIAL
LOSSES, AND OF ALL O T H E R OBLIGATIONS OR LI-
ABILITIES, AND THE BUILDER NEITHER ASSUMES NOR
AUTHORIZES ANY PERSON TO ASSUME FOR IT ANY OTHER
LIABILITY IN CONNECTION WITH THE CONSTRUCTION AND
DELIVERY OF THE EQUIPMENT, EXCEPT AS AFORESAID.
IT IS FURTHER UNDERSTOOD AND AGREED THAT IN NO
EVENT SHALL THE BUILDER BE LIABLE FOR INDIRECT OR
CONSEQUENTIAL DAMAGES OF ANY KIND.

The Builder further agrees that neither the
inspect ion as provided in Ar t ic le 3 of this
Agreement nor any examination nor the acceptance
of any units of the Equipment as provided in said
Article 3 shall be deemed a waiver or a modifica-
tion by the Owner-Trustee of any of its rights
under this Item 3.

Item 4: The Bu i lde r agrees to indemni fy , protect and
hold harmless the Owner-Trustee and the Lessee
from and against any and all liability, claims,
costs, charges and expenses, including royalty
payments and counsel fees, in any manner imposed
upon or accruing against the Owner-Trustee or the
Lessee because of the use in or about the con-
struction or operation of any unit of the Equip-
ment of any design, system, process, fo rmula ,
combination, article or material which infringes
or is claimed to infringe on any patent or other
r igh t , except any and all l iabil i ty, claims,
costs, charges and expenses, including royalty
payments and counsel fees, in any manner imposed
upon or accruing against the Owner-Trustee or the
Lessee because of the use in or about the con-
struction or operation of any unit of the Equip-
ment of any design, system, process, f o rmu la ,
c o m b i n a t i o n spec i f i ed by the Lessee and not
developed or purported to be developed by the
Builder or any article or material specified by
the Lessee and not manufactured by the Builder.
The Builder agrees to and hereby does, to the
extent legally possible wi thout impairing any

ANNEX A
Page 2



C-41

claim, right or cause of action hereinafter
referred to, assign, set over and deliver to the
Lessee every claim, right and cause of action
which the Builder has or hereafter shall have
against the seller or sellers of any designs,
systems, processes, formulae, combinations,
articles or materials specified by the Lessee and
purchased or otherwise acquired by the Builder
for use in or about the construction or operation
of any unit of the Equipment, on the ground that
any such design, system, process, formula,
combination, article or material or operation
thereof infringes or is claimed to infringe on
any patent or other right. Such covenants of
indemnity shall continue in full force and effect
notwithstanding the full payment of all sums due
under this Agreement, the satisfaction and
discharge of this Agreement or the termination of
this Agreement in any manner.

Item 5: The Maximum Purchase Price referred to in Article
4 of this Agreement is $8,350,000.

ANNEX A
Page 3
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ANNEX B(*)

to

Conditional Sale Agreement

Type;

A.A.R. Mechanical Designation;

Builder's Specifications;

Quantity;

Unit Base Price;

Total Base Price;

Road (Serial) Numbers:

100-ton, open-top hopper cars,
class H-12, manufactured in the
shops of N o r f o l k and W e s t e r n
R a i l w a y Company in R o a n o k e ,
Virginia.

HT.

The Equipment shall be built in
accordance wi th N & W Bills of
M a t e r i a l s 612 and 6 2 2 , N & W
Gene ra l A r r a n g e m e n t D r a w i n g
J-51780 and re la ted d r a w i n g s
(except that stenciling drawing
shall be D-52088, rather than
D-51801) and Brake Arrangement
Drawing J-51802, all of which
a r e i n c o r p o r a t e d h e r e i n b y
r e f e r e n c e a n d m a d e a p a r t
hereof , and shall be equipped
with Stucki HS-7 stabilizers; and
shall be painted wi th "direct-
to-metal" Evans §2 yellow paint
and s t enc i l ed w i t h r epo r t i ng
marks and car numbers in Pruitt
Shaffer #1192-6 royal blue paint
as set forth in drawing D-52088.

236 (Groups of 100, 70 and 6 6 ) .

$34 ,750 , f .o.b. Roanoke, Virginia,

$8,201,000.

ICRX 30 ,000 - 30 ,235 , inclusive.
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*.:i:imated Times of Delivery;

Place of Delivery;

February 14, 1979 (100 cars),
February 28, 1979 (70 cars)
and March 20, 1979 (66 cars).

Fies Mine, Hopkins County,
Kentucky.

This Annex B sets forth a description of units of the Equipment
having total base price of $8,201,000. It is understood,
however, that certain of said units may be delivered to and
accepted by the Lessee prior to the execution and delivery of
this Agreement, in which case any unit of the Equipment so
delivered and accepted will be excluded from this Annex B by
an appropriate supplement hereto. After delivery of all of. the
units of the Equipment covered by this Agreement, this Annex B
will be appropriately amended, if necessary, to describe only
those units covered by this Agreement.

ANNEX B
Page 2





A N N E X C
to Condi t ional
Sale A g r e e m e n t

LEASE OF RAILROAD EQUIPMENT

Dated as of February 1, 1979

Between

ISLAND CREEK COAL COMPANY

as Lessee,

and

EXCHANGE NATIONAL BANK OF CHICAGO

not in its individual capacity but solely
as Trus t ee u n d e r a Trus t A g r e e m e n t da t ed as
of January 1, 1979, as amended, w i th C i t i zens
Fidelity Bank and Trust Company and Suburban Trust
Company

as Lessor.

Filed and recorded with the Interstate Commerce Commission
pursuant to Section 20c of the Interstate Commerce
Act on February , 1979, at , recordat ion
number .
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L E A S E O F R A I L R O A D E Q U I P M E N T ( h e r e i n a f t e r
called the Lease or this Lease) dated as of February 1,
1979, be tween I S L A N D C R E E K COAL COMPANY, a Delaware
corporation (hereinafter called the Lessee), and EXCHANGE
NATIONAL BANK OF CHICAGO, a national banking association,
ac t ing not in its i n d i v i d u a l capacity but solely as
Trustee (hereinafter called the Owner-Trustee) under that
certain Trust Agreement dated as of January 1, 1979, as
amended by that certain Trust Amendment Agreement No. 1
dated as of February 1, 1979 (said Trust Agreement, as so
amended , hereinafter called the Trust Agreement) with
C i t i z e n s Fideli ty Bank and Trust Company and Suburban
Tru-st Company (he re ina f te r individually called an Owner
and collectively the Owners) ,

W I T N E S S E T H :

WHEREAS, the Owner-Trustee is entering into a
Conditional Sale Agreement dated as of the date hereof
( h e r e i n a f t e r called the CSA) wi th Shenandoah-Virginia
Corpora t ion ( h e r e i n a f t e r called the Bu i lde r ) wherein
the Bui lder has agreed to construct, sell and deliver to
the Owner-Trustee the uni ts of railroad equipment des-
cribed in Appendix A hereto;

W H E R E A S , the Builder is assigning a portion of
its interests in the CSA pursuant to an Agreement and
Assignment dated the date hereof (hereinafter called the
A s s i g n m e n t ) to LaSalle National Bank, act ing as agent
u n d e r a P a r t i c i p a t i o n Agreement dated as of the date
hereof ( h e r e i n a f t e r called the Par t ic ipat ion Agree-
m e n t ) among said agent, the Lessee, Island Creek Coal,
Inc . ( h e r e i n a f t e r called the G u a r a n t o r ) , the Owner-
Trustee, the Owners and State Farm Life Insurance Company
(he re ina f t e r , together wi th its successors and assigns,
cal led the I n v e s t o r s ) (said agent as so acting being
he re ina f t e r , together wi th its successors and assigns,
called the Vendor);

WHEREAS, the Guarantor is executing a Guaranty
da ted as of the da te hereof ( h e r e i n a f t e r called the
G u a r a n t y ) under which it guarantees the obligations of
the Lessee hereunder and under certain other agreements of
the Lessee;

WHEREAS, the Lessee desires to lease such number
of u n i t s of r a i l road e q u i p m e n t as are delivered and
accepted and se t t led for u n d e r the CSA ( h e r e i n a f t e r
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individually called a Unit and collectively the Units) at
the rentals and for the terms and upon the conditions
hereinafter provided; and

WHEREAS, the Owner-Trustee will assign this
Lease for security purposes to the Vendor pursuant to an
Assignment of Lease and Agreement dated as of the date
hereof (hereinafter called the Lease Assignment) and the
Lessee will consent to the Lease Assignment pursuant to a
Consent and Agreement (hereinafter called the Consent);

NOW, THEREFORE, in consideration of the premises
and of the rentals to be paid and the covenants herein-
after mentioned to be kept and performed by the Lessee,
the Owner-Trustee hereby leases the Units to the Lessee
upon the following terms and conditions:

ARTICLE 1. NET LEASE

This Lease is a net lease. The Lessee's obliga-
tion to pay all rentals and other amounts hereunder shall
be absolute and unconditional and, except as herein
specifically provided, the Lessee shall not be entitled to
any abatement of rent, reduction thereof or setoff against
rent, including, but not limited to, abatements, reduc-
tions or setoffs due or alleged to be due by reason of any
past, present or future claims of the Lessee against
the Owner-Trustee or any Owner under this Lease or the
CSA including the Lessee's rights by subrogation there-
under, or against the Builder or the Vendor or otherwise;
nor, except as otherwise expressly provided herein , shall
this Lease terminate, or the respective obligations of the
Owner-Trustee or the Lessee be otherwise affected, by
reason of any defect in or damage to or loss of possession
or loss of use or destruction of all or any of the Units
from whatsoever'cause, any liens, encumbrances or rights
of others with respect to any of the Units, the pro-
hibition of or other restriction against the Lessee's use
of all or any of the Units, the interference with such use
by any person or entity, the invalidity or enforceability
or lack of due authorization of this Lease, any insolvency
of or any bankruptcy, reorganization or similar proceeding
against the Lessee, or for any other cause whether similar
or dissimilar to the foregoing, any present or future law
to the contrary notwithstanding, it being the intention of
the parties hereto that the rents and other amounts
payable by the Lessee hereunder shall continue to be
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payable in all events in the manner and at the times
herein provided unless the obligation to pay the same
shall be terminated pursuant to the express provisions of
this Lease. To the extent permitted by applicable law,
the Lessee hereby waives any and all rights which it may
now have or which at any time hereafter may be conferred
upon it, by statute or otherwise, to terminate, cancel,
quit or surrender the lease of any of the Units except in
accordance with the express terms hereof. Each rental or
other payment made by the Lessee hereunder shall be final
and the Lessee shall not seek to recover all or any part
of such payment from the Owner-Trustee, the Owners or the
Vendor for any reason whatsoever.

ARTICLE 2. DELIVERY

The Owner-Trustee hereby appoints the Lessee its
agent for inspection and acceptance of the Units pursuant
to the CSA. Each delivery of a Unit to the Owner-Trustee
under the CSA shall be deemed to be a delivery hereunder
to the Lessee at the point at which such Unit is so
delivered to the Owner-Trustee. Upon such delivery,
the Lessee will cause an employee or other agent of the
Lessee to inspect the same, and if such Unit conforms to
the Specifications (as defined in the CSA) and require-
ments applicable thereto and is found to be acceptable,
the Lessee shall accept delivery of such Unit on behalf
of the Owner-Trustee under the CSA and on behalf of itself
hereunder and execute and deliver to the Owner-Trustee
a certificate of acceptance (hereinafter called the
Certificate of Acceptance) in accordance with the provi-
sions of Article 3 of the CSA, stating that such Unit
has been inspected and accepted on behalf of the Lessee
and the Owner-Trustee on or as of the date of such
Certificate of Acceptance and is marked in accordance with
Article 5 hereof, whereupon such Unit shall be deemed to
have been delivered to and accepted by the Lessee and
shall be subject thereafter to all the terms and condi-
tions of this Lease.
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ARTICLE 3. RENTALS

§3.1. Amount and Date of Payment. (1) The
Lessee agrees to pay to the Owner-Trustee, as rental .for
each Unit subject to this Lease, 36 consecutive semi-
annual payments payable, in arrears, on March 30 and
September 30 in each year, commencing September 30, 1979,
to and including March 30, 1997. The first 18 rental
payments shall each be in an amount equal to 3.83405% of
the Purchase Price (as defined in §4.1 of the CSA) of each
such Unit and the next 18 rental payments shall be in an
amount equal to 4.68605% of such Purchase Price.

(2) In addition to the foregoing rentals,
the Lessee hereby agrees to pay, as additional rentals, to
the Owner-Trustee amounts equal to the amounts required
for the Owner-Trustee to make the payments provided for in
the third paragraph of Paragraph 2 and the last sentence
of the second paragraph and in the last paragraph of
Paragraph 10 of the Participation Agreement at the
times required for such payments therein (without regard
to the limitation of the obligations of the Owner-Trustee
set forth therein) and the Owner-Trustee agrees to apply
such rentals for such purposes.

§3.2. Payments on Nonbusiness Days. If any of
the semiannual rental payment dates referred to in §3.1 is
not a business day, the payment otherwise payable on such
date shall be payable on the next succeeding business
day, and no interest shall be payable thereon for the
period from and after the nominal date for payment
thereof to such next succeeding business day. The term
"business day" as used herein means a calendar day,
excluding Saturdays, Sundays and any other day on which
banking institutions in Chicago, Illinois, are authorized
or obligated to remain closed.

§3.3. Instructions To Pay Vendor and Owner-
Trustee . If the Lease Assignment is executed and de-
livered, until the Vendor shall have advised the Lessee in
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writing that all sums due from the Owner-Trustee under the
CSA have been fully satisfied and discharged, the Owner-
Trustee irrevocably instructs the Lessee, subject to §6.4
and §12.1 hereof, to make all the payments provided for
in this Lease to the Vendor, for the account of the
Owner-Trustee, with instructions to the Vendor (a) first
to apply such payments to satisfy the obligations of the
Owner-Trustee under the CSA known by the Vendor to be due
and payable on the date such payments are due and payable
hereunder and (b) second, so long as no event of default
under the CSA, or event which with the lapse of time or
notice or both could constitute such an event of default,
shall have occurred and be continuing, to pay any balance
promptly (and in no event later than the third business
day after the Vendor shall have received such payments) to
or upon the order of the Owner-Trustee in immediately
available funds at such place as the Owner-Trustee shall
specify in writing.

§3.4. Payment in Immediately Available Funds.
The Lessee agrees to make each payment provided for herein
as contemplated by this Article 3 in immediately available
funds at or prior to 11:00 a.m., Chicago time, on the date
such payment is due.

ARTICLE 4. TERM OF LEASE

The term of this Lease as to each Unit shall
begin on the date of delivery and acceptance of such Unit
under the CSA and, subject to the provisions of Articles
7, 13 and 16 hereof, shall terminate on the date on which
the final payment of rent in respect thereof is due
pursuant to §3.1 hereof. The obligations of the Lessee
hereunder (including, but not limited to, the obligations
under Articles 6, 7, 10, 11, 12 and 17 hereof) shall
survive the expiration of the term of this Lease.

ARTICLE 5. IDENTIFICATION MARKS

The Lessee will cause each Unit to be kept
numbered with the identification number set forth in
Appendix A hereto and will keep and maintain, plainly,
distinctly, permanently and conspicuously marked on each
side of each Unit, in letters not less than one inch in
height, the words "Ownership subject to a Security Agree-
ment filed under the Interstate Commerce Act, Section
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20c", or other appropriate words designated by the Owner-
Trustee/ with appropriate changes thereof and additions
thereto as from time to time may be required by law in
order to protect the Owner-Trustee's and Vendor's title to
and property in such Uni t and the rights of the Owner-
Trus tee under this Lease and the rights of the Vendor
under the CSA. The Lessee will not place any such Unit in
operation or exercise any control or dominion over the
same until such words shall have been so marked on both
sides thereof and will replace promptly any such words
which may be removed, obliterated, defaced or destroyed.
The Lessee will not change the identification number of
any Unit unless and until (i) a statement of new number or
numbers to be substi tuted therefor shall have been filed
w i t h the Vendor and the Owner -Trus tee and f i led and
deposited by the Lessee in all public offices where this
Lease and the CSA shall have been filed and deposited and
( i i ) the Lessee shall have furn ished the Vendor and the
Owner-Trustee an opinion of counsel to the e f fec t that
such s ta tement has been so filed and deposited, such
f i l i n g and deposi t wil l protect the Vendor ' s and the
Owner-Trustee 's interests in such Units and no f i l ing,
deposit or giving of notice with or to any other federal,
state or local government or agency thereof is necessary
to protect the interests of the Vendor and the Owner-
Trustee in such Units. The Units may be lettered with the
names or initials or other insignia customarily used by
the Lessee or its affiliates. Except as provided herein,
the Lessee will not allow the name of any person, associa-
tion or corporation to be placed on any Unit as a designa-
tion that might be interpreted as a claim of ownership.

ARTICLE 6. TAXES

§6.1. Indemni f ica t ion for Non-income Taxes.
The Lessee agrees to pay, and to indemnify and hold the
Owner-Trustee, the Owners, and the Vendor harmless from,
all taxes, assessments, fees and charges of any nature
whatsoever, together with any penalties, fines, additions
to tax or interest thereon, howsoever imposed, whether
levied or imposed upon the Owner-Trustee, either Owner,
the Vendor, the Lessee, the trust estate' created by the
Trust Agreement or otherwise, by any federa l , state or
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local government or governmental subdivision in the United
States or by any foreign country or subdivision thereof/
upon or with respect to: any Unit or any part thereof;
the purchase, ownership, del ivery, leasing, possession,
use , ope ra t ion , t r a n s f e r of t i t le, r e t u r n or other
disposition thereof; the indebtedness with respect there-
to; the rentals, receipts or earnings arising therefrom;
or this Lease, the Trust Agreement , the Participation
Agreement, the CSA, the Assignment, the Lease Assignment,
the G u a r a n t y , any payment made pursuant to any such
agreement, or the property, the income or other proceeds
received with respect to property held in trust by the
Owner-Trustee under the Trust Agreement (all such taxes,
assessments, fees , charges, penalties, fines, additions
to tax and interest imposed as aforesaid being herein-
a f t e r called T a x e s ) ; e_££l..ud_in_£, however; ( i ) Taxes
of the United States or of any state or political sub-
division thereof and (if and to the extent that any person
indemnif ied hereunder is entitled to a credit therefor
aga ins t its U n i t e d States federal income taxes or is
indemnif ied by the Lessee pursuant to the Participation
Agreement) of any foreign country or subdivision thereof,
imposed on or measured solely by the net income or excess
profits of the Owner-Trustee (in its individual capacity),
either Owner or the Vendor, other than Taxes arising out
of or imposed in respect of the receipt of indemnification
payments pursuant to this Lease, provided that Taxes of
any foreign country or subdivision thereof incurred as a
resul t of the i n d e m n i f i e d pa r ty being taxed by such
foreign country or subdivision on its worldwide income
without regard to the transactions contemplated by this
Lease shall be excluded in all cases, whether or not the
i n d e m n i f i e d party is entitled to a credit against its
United States federal income taxes; ( i i ) any Taxes imposed
as a d i rec t resul t of a v o l u n t a r y t ransfer or other
voluntary disposition by either Owner or any transfer or
d ispos i t ion by either Owner resulting f rom bankruptcy
or other proceedings for the relief of creditors in
w h i c h such Owner is the debtor, whether voluntary or
involuntary, of any interest in any Unit or interest in
rentals under this Lease; and ( i i i ) penalties, fines and
addi t iona l in te res t r e s u l t i n g only f rom and payable
because of the negl igent-acts or omissions to act by the
O w n e r - T r u s t e e , e i t he r Owner or the Vendor; provided,
however, that the Lessee shall not be required to pay any
Taxes dur ing the period it may be contesting the same in
the manner provided in §6 .2 hereof . The Lessee further
agrees to pay on or before the time or times prescribed by
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law any tax imposed on or measured solely by the net
income of the Lessee under the laws of the United States
or of any state or political subdivision thereof or of
any foreign country or subdivision thereof which, if
unpaid, might result in a lien or other encumbrance upon
any Unit; provided, however, that the Lessee shall not be
required to pay any such tax .during the period it may be
contesting the same in accordance with §6.2 hereof.

Notwithstanding the foregoing and only to the
extent, if any, that the Owner-Trustee, either Owner or
the Vendor receives or is allowed a credit against its
West Virginia Corporation Income Tax (or similar tax) for
West Virginia Business and Occupation Taxes paid or
incurred with respect . to any of the Units, the Lessee's
obligations under- this §6.1 shall be reduced to the
extent of such credit. Within ninety (90) days after the
end of its fiscal year, the Owner-Trustee, each Owner and
the Vendor shall certify to the Lessee the amount, if any,
of the West Virginia Business and Occupation Tax imposed
upon each of them with respect to the Units which has been
or will be used by such party to reduce its West Virginia
Corporation Income Tax (or similar tax).

6.2. Claims; Contests; Refunds. If claim is
made againstvthe Owner-Trustee, either Owner or the Vendor
for any Taxes indemnified against under this Article 6,
such party shall promptly notify the Lessee. If reason-
ably requested by the Lessee in writing, the Owner-
Trustee, such Owner or the Vendor, as the case may be,
shall, at the expense of the Lessee, contest in good
faith the validity, applicability or amount of such Taxes
by (a) resisting payment thereof if possible, (b) not
paying the same except under protest, if protest is
necessary and proper, and (c) if payment is made, using
reasonable efforts to obtain a refund thereof in appro-
priate administrative or judicial proceedings, or both.
The Lessee may also contest, at its own expense, the
validity, applicability or amount of such Taxes in the
name of the Owner-Trustee, such Owner or the Vendor;
provided that, no proceeding or actions relating to such
contest shall be commenced (nor shall any pleading,
motion, brief or other paper be submitted or filed in the
name of the Owner-Trustee, such Owner or the Vendor in any
such proceeding or action) if in the reasonable opinion of
the Owner-Trustee and both Owners or such Owner or the
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Vendor such contest or the nonpayment of the Taxes would
adverse ly a f f ec t the title, property or rights of the
Owner -Trus t ee h e r e u n d e r or of the Vendor u n d e r the
CSA. The Lessee agrees to give the Owner-Trustee/ such
Owner or the Vendor, as the case may be, notice of such
contest wi th in 30 days thereof. If the Owner-Trustee,
such Owner or the Vendor shall obtain a refund of all or
any part of such Taxes previously reimbursed by the Lessee
in connection wi th any such contest or an amount repre-
senting interest thereon, the Owner-Trustee, such Owner or
the Vendor, as the case may be, shall pay the Lessee the
a m o u n t of such r e f u n d or in teres t net of reasonable
out-of-pocket expenses; provided, however, that no Event
of Default and no event which with notice or lapse of time
or both would constitute an Event of Default shall have
occurred and be continuing.

§6.3. Reports or Returns. In case any report
or r e tu rn is r equ i red to be made with respect to any
obl iga t ion of the Lessee under or arising out of this
Article 6 (except obligations resulting from the second
sentence of §6.1), the Lessee will, where permitted to do
so under applicable rules and regulations, make and timely
f i l e such repor ts and r e tu rns in such m a n n e r as to
show the interest of the Owner-Trustee and the Vendor in
the Uni ts as shall be satisfactory to the Owner-Trustee
and the Vendor or, where not so permitted, will notify the
Owner-Trustee, the Vendor and the Owners of such require-
ment and will prepare and deliver such reports to the
Owner-Trus tee and the Vendor wi th in a reasonable time
prior to the time such reports are to be filed, or in such
manner as shall be reasonably satisfactory to the Owner-
Trustee, the Vendor and the Owners. All reasonable costs
and expenses ( inc luding legal and accountants' fees) of
preparing any such return or report shall be borne by the
Lessee.

§ 6 . 4 . Survival . All the obligations of the
Lessee under this Article 6 shall survive and continue,
but only wi th respect to periods included in the term of
this Lease, notwithstanding payment in full of all amounts
due u n d e r the CSA or the t e rmina t ion of this Lease.
P a y m e n t s due f r o m the Lessee to the Owner -Trus t ee ,
either Owner or the Vendor under this Article 6 shall be
made directly to the party indemnified.
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A R T I C L E 7. PAYMENT FOR CASUALTY O C C U R R E N C E S ;
ECONOMIC OBSOLESCENCE; SURPLUS

§7.1. De_ jEijiiJbi^orija o f CasuaJ.ty^ Occurrence;
Payments . In the event that any Unit shall be or become
worn out, lost, stolen, destroyed, or, in the reasonable
opinion of the Lessee, irreparably damaged, from any cause
whatsoever dur ing the term of this Lease or any renewal
term hereof or unt i l such Uni t is returned pursuant to
Articles 14 or 17 hereof , or the Purchase Price of any
Unit shall have been refunded by the Builder pursuant to
the terms of its patent indemnity therefor or any Unit
shall be taken or requisitioned by condemnation or other-
wise by the United States Government for a stated period
w h i c h shall exceed the then r e m a i n i n g te rm of this
Lease or by any other governmental entity resulting in
loss of possession by the Lessee for a period of 180
consecutive days dur ing the term of this Lease or during
any renewal term hereof (such occurrences being herein-
a f t e r called Casua l ty Occur rences) , the Lessee shall
promptly and fully notify the Owner-Trustee and the Vendor
with respect thereto. On the next succeeding March 30 or
September 30, whichever is earlier (each such date being
here inaf ter called a Casualty Payment Date), the Lessee
shall pay to the Owner-Trustee a sum equal to the Casualty
Value (as hereinafter defined in §7.5) of such Unit as of
such Casualty Payment Date, plus (if not previously paid)
the semiannual rental in respect of such Unit accrued as
of such rental payment date; provided, however, that in
the event of a Casualty Occurrence during the period any
U n i t is being returned pursuant to Articles 14 and 17
hereof , the Lessee shall make such payment to the Owner-
Trustee on a date 30 days after such Casualty Occurrence.
Upon the making of such payment by the Lessee in respect
of any U n i t , the rental for such Un i t shall cease to
acc rue , the term of this Lease as to such Un i t shall
t e rmina t e and (except in the case of the loss, t h e f t ,
complete destruction or return to the Builder of such
U n i t ) the Owner -Trus t ee shall be entitled to recover
possession of such Unit. It is understood that if a Unit
is damaged the Lessee shall not be required to make a
final determination as to whether or not it is irreparably
damaged or can be repaired for a period of 180 days after
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such Unit is damaged but no later than the termination of
this Lease or any renewal term hereof (but if the final
determination is that it is irreparably damaged it shall,
only for the purposes of §7.5 hereof , be deemed to have
suffered a Casualty Occurrence on the date of the damage).

If any Uni t shall have been taken or requisi-
t ioned by the U n i t e d States Government or any other
governmental entity and such taking or requisition shall
not t he re to fo re cons t i t u t e a Casual ty Occurrence as
aforesaid, such taking or requisition shall be deemed a
Casualty Occurrence if the same shall be continuing at
the end of the term of this Lease, in which event the
Lessee shall promptly and fully notify the Owner-Trustee
w i t h respect there to and pay the O w n e r - T r u s t e e the
Casua l ty Value t he re fo r computed as if the Casualty
Occurrence had been suffered on the last day of the term
of this Lease. Following such payment, the Lessee shall
be entitled to receive condemnation payments in respect of
such Unit up to an amount equal to such Casualty Value and
any balance of such payments shall be the property of the
Owner-Trustee. In the event such Unit shall be returned
by the governmental entity prior to the time the Lessee
shall have been reimbursed by such application of con-
demnation payments in an amount equal to such Casualty
Value, then the Lessee shall dispose of such Unit as agent
for the Owner-Trustee and shall retain the proceeds of
such disposition to the extent that the aggregate of the
amounts so retained and the condemnation payments there-
tofore received by the Lessee shall equal such Casualty
Value, and the balance of such proceeds shall be promply
paid to the Owner-Trustee. In the event such Unit shall
be returned by the governmental entity following the time
the Lessee shall have been reimbursed by such application
of c o n d e m n a t i o n p a y m e n t s in an amount equal to such
Casualty Value, such Unit shall be returned by the Lessee
to the Owner-Trustee in the manner provided in Article 17
hereof.

§7 .2 . Requisition by United States Government.
In the event of the requisi t ion for use by the Uni ted
States Government of any Unit for a period which does not
exceed the term of this Lease or for an indefinite period
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(except where deemed a Casualty Occurrence pursuant to the
last paragraph of §7.1 hereof)/ all of the Lessee's
obligations under this Lease with respect to such Unit
shall continue to the same extent as if such requisition
had not occurred. All payments received by the Owner-
Trustee or the Lessee from the United States Government
for the use of such Unit during the term of this Lease
shall be paid over to, or retained by, the Lessee provided
no Event of Default (or other event which after notice or
lapse of time or both would become an Event of Default)
shall have occurred and be continuing.

§7.3. Lessee Agent for Disposal. The Owner-
Trustee hereby appoints the Lessee its agent to dispose of
any Unit or any component thereof suffering a Casualty
Occurrence before and after expiration of the Lease, at
the best price obtainable on an "as is, where is" basis.
Provided that the Lessee has previously paid the Casualty
Value to the Owner-Trustee, (i) the Lessee shall be en-
titled to the proceeds of such sale to the extent they do
not exceed the Casualty Value of such Unit, and shall pay
any excess to the Owner-Trustee and (ii) the Lessee shall
be entitled to credit against the Casualty Value payable
in respect of any Unit returned to the Builder pursuant to
the patent indemnity provisions of the CSA an amount equal
to any payment made by the Builder to the Owner-Trustee
in respect thereof under the CSA.

§7.4. Payments After Expiration of Lease. If
the date upon which the making of the payment by the
Lessee in §7.1 hereof in respect of any Unit is required
as aforesaid shall be after the term of this Lease or any
renewal term thereof in respect of such Unit has expired,
no rental for such Unit shall accrue after the end of such
term.

§7.5. Amount of Casualty Value of Units. The
Casualty Value of a Unit as of the Casualty Payment
Date on which payment is made shall be an amount equal to
that percentage of the Purchase Price of such Unit as is
set forth in Appendix B hereto opposite such Casualty
Payment Date, plus, on any Casualty Payment Date with,
respect to a Casualty Occurrence occurring before the
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third, fifth or seventh anniversary of the date of the
Certificate of Acceptance for such Unit, an amount equal
to the percentage of the Purchase Price of such Unit
suffering a Casualty Occurrence (such amount to be deter-
mined as of the actual date of the Casualty Occurrence)
set forth below:

Anniversary of the Percentage of
date of the Certificate Purchase Price
of Acceptance to be added

Third 19.9125%
Fifth 13.2750%
Seventh 6.6375%

§7.6. No Release. Except as hereinabove in
this Article 7 provided, the Lessee shall not be released
from its obligations hereunder in the event of, and shall
bear the risk of, any Casualty Occurrence to any Unit from
and after delivery and acceptance thereof by the Lessee
hereunder.

§7.7. Insurance to Be Maintained. (1) The
Lessee will, at alltimespriortothe return of the
Units to the Owner-Trustee, at its own expense, cause to
be carried and maintained (i) property insurance in
respect of the Units at the time subject hereto; provided,
however, that the Lessee may self-insure such Units to
the extent it self-insures equipment similar to the Units
and to the extent such self-insurance is consistent with
prudent industry practice, and (ii) public liability
insurance with respect to third party personal and prop-
erty damage, and the Lessee will continue to carry such
insurance with such deductibles, in such amounts (which,
with respect to the above-mentioned public liability
insurance, shall not be less than $10,000,000), for such
risks and with such insurance companies as is consistent
with prudent industry practice but in any event with no
greater deductibles and at least comparable in amounts and
against risks customarily insured against by the Lessee in
respect of equipment owned or leased by it similar in
nature to the Units. The proceeds thereof shall be
payable to the Vendor, the Owner-Trustee and the Lessee,
as their, interests may appear, so long as the Indebted-
ness, if any, evidenced by the CSA shall not have been
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paid in fu l l , and thereafter to the Owner-Trustee and the
Lessee, as their interests may appear. Any policies of
insurance carried in accordance with this paragraph shall
(i) r equ i re 30 d a y s ' prior notice of cancellation or
material change in coverage to the Owner-Trustee and the
Vendor and ( i i ) name the Owner-Trustee and the Vendor as
additional named insureds, as their respective interests
may appear, and shall provide that, in respect of the
in teres ts of the Owner-Trustee and the Vendor in such
policies, the insurance shall not be invalidated by any
act ion or inac t ion of the Lessee or any other person
(other than the Owner-Trustee or the Vendor) and shall
insure the Owner-Trustee and the Vendor regardless of any
breach or v io la t ion of any w a r r a n t y , declarat ion or
condition contained in such policies (or in the applica-
t ion t he r e fo r or in any other document submitted to
the insurer in connection therewith) by the Lessee or by
any o ther person (other than the Owner-Trustee or the
Vendor ) . Prior to the first date of delivery of any Unit
pursuant to the CSA, and thereafter not less that 5 days
prior to the expirat ion dates of the expiring policies
requ i r ed pursuant to this Article 7, the Lessee shall
deliver to the Owner-Trustee and the Vendor certificates
of insurance issued by the insurers thereunder evidencing
the i n su rance m a i n t a i n e d pursuant to this Article 7;
provided, however, that if the delivery of a certificate
is delayed, the Lessee shall deliver an executed binder
with respect thereto and shall deliver the formal certifi-
cate upon receipt thereof.

(2) In the event that the Lessee shall fail to
mainta in insurance as herein provided, the Owner-Trustee
may at its opt ion provide such insurance (g iv ing the
Lessee prompt written notice thereof) and, in such event,
the Lessee shall, upon demand from time to time, reimburse
the Owner -T rus t ee for the cost thereof together wi th
interest, on the amount of the cost to the Owner-Trustee
of such insurance which the Lessee shall have failed to
main ta in , at the rate per annum specified in Article 19
h e r e o f , computed f rom the date of the Owner-Trustee ' s
payment of such cost.
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§7.8. Insurance Proceeds and Condemnation
Payments. If the Owner-Trustee shall receive (directly
or from the Vendor) any insurance proceeds or condemna-
tion payments in respect of a Unit suffering a Casualty
Occurrence, the Owner-Trustee shall pay such proceeds or
condemnation payments to the Lessee up to an amount equal
to the Casualty Value with respect to a Unit paid by
the Lessee and any balance of such proceeds or condemna-
tion payments shall remain the property of the Owner-
Trustee; provided, however, that no Event of Default shall
have occurred and be continuing and the Lessee shall have
made payment of the Casualty Value thereof, and accrued
rentals in respect of such Unit, to the Owner-Trustee.
All insurance proceeds received by the Owner-Trusted
(directly or from the Vendor) in respect of any Unit not
suffering a Casualty Occurrence shall be paid to the
Lessee upon proof reasonably satisfactory to the Owner-
Trustee that any damage to such Unit in respect of which
such proceeds were paid has been fully repaired.

§7.9. Economic Obsolescence; Surplus. In the
event that the Lessee shall, in its reasonable judgment,
determine that any Unit or the Units have or will become
economically obsolete (including, but not limited to any
Unit's or the Units' requiring additions, modifications,
improvements or replacements of the nature described in
clause (iv) of §11.2(2) hereof) in, or surplus to, the
Lessee's business, the Lessee shall have the right, at its
option and on at least 90 days' prior written notice to
the Owner-Trustee and the Vendor, to terminate (herein-
after called a Termination) this Lease as to such Unit(s)
(subject to the survival of the obligations described in
Article 4 hereof) as of any succeeding rental payment date
specified in such notice occurring on or after March 30,
1986 (the termination date specified in such notice being
hereinafter called the Termination Date).

The'Lessee shall use its best efforts preceding
the Termination Date to obtain bids for the purchase of
such Unit or Units, and the Lessee shall at least five
business days prior to the Termination Date certify to the
Owner-Trustee the amount of each such bid and the name and
address of the party (which shall not be a corporation or
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individual affiliated with the Lessee or any party from
whom the Lessee or any such affiliate intends thereafter
to lease such Unit or Units) submitting such bid. On the
Termination Date the Owner-Trustee shall sell such Unit or
Units for cash to the bidder who shall have submitted the
highest bid prior to the Termination Date. The total
sales price realized at such sale shall be paid to the
Owner-Trustee in immediately available funds on the
Termination Date and, in addition, on the Termination Date
the Lessee shall pay to the Owner-Trustee the excess, if
any, of the Termination Value computed as set forth below
in this §7.9 (hereinafter called the Termination Value) in
respect of such Unit or Units over the net sales price of
such Unit or Units after deducting from such sales price
any and all out-of-pocket costs and expenses whatsoever
incurred by the Owner-Trustee in connection with such
sale. If no sale shall occur on the date scheduled
therefor as above provided, this Lease shall continue in
full force and effect without change unless and until the
Lessee pays the Owner-Trustee an amount equal to the
Termination Value of such Unit or Units (in which case
such Unit or Units are to be returned to the Owner-Trustee
in accordance with the procedures set forth in Article 17
hereof); provided, however, that the Lessee, on behalf of
the Owner-Trustee, may attempt to sell such Unit or
Units for cash at some later date upon 30 days' prior
written notice to the Owner-Trustee and the Vendor and
following the procedure set forth above. In the event of
any such sale for cash and the receipt by the Owner-
Trustee of the amounts above described, the obligation of
the Lessee to pay rent pursuant to Article 3 hereof in
respect of such Unit or Units subject to a Termination on
each rental payment date shall continue to and including
the Termination Date but shall then terminate. The
Owner-Trustee shall be under no duty to solicit bids, to
inquire into the efforts of the Lessee to obtain bids or
otherwise to take any action or incur any cost or expense
in connection with any such sale pursuant to this §7.9,
other than to transfer or to cause to be transferred
all of the Owner-Trustee's right, title and interest in
and to such Unit or Units to the purchaser named in the
highest bid certified by the Lessee to the Owner-Trustee
as above provided. Any such sale pursuant to this §7.9
shall be free and clear of all of the Lessee's rights to
such Unit or Units, but otherwise shall be made without
warranties other than against the acts or omissions to act
of, or claims (not related to the ownership of the Units)
against the Owner-Trustee or the Owners.
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The Termination Value of a Unit as of the
Termination Date on which payment is made shall be an
amount equal" to that percentage of the Purchase Price of
such Unit as is set forth in Appendix C hereto opposite
such Termination Date.

Notwithstanding the ~ foregoing, the Lessee may
elect by written notice at least 45 days prior to the
Termination Date to rescind its notice of termination
whereupon this Lease will continue in full force and
effect as though no such notice of termination had been
given by the Lessee, and the Lessee shall pay the Owner-
Trustee's reasonable out-of-pocket costs and expenses
incurred in anticipation of the notice of termination
which was rescinded; provided, however, that the Lessee
shall have thereafter the right to terminate this Lease
with respect to such Unit or Units as provided above.

ARTICLE 8. REPORTS

On or before April 30 in each year, commencing
with the calendar year 1980, the Lessee will furnish
to the Owner-Trustee and the Vendor an accurate state-
ment (a) setting forth as at the preceding December 31
the total number, description and identification numbers
of all Units that have suffered a Casualty Occurrence
or a Termination during the preceding calendar year
or then withdrawn from use pending repair (other than
running repairs) and setting forth such other information
regarding the condition and state of repair of the Units
as the Owner-Trustee or the Vendor may reasonably request
and (b) stating that, in the case of all Units repainted



L-18

or repaired during the period covered by such statement,
the numbers and markings required by Article 5 hereof have
been preserved or replaced. The Owner-Trustee, the Vendor
and each Owner shall each have the right, by its agents,
to inspect the Units and the maintenance records with
respect thereto at such reasonable times as the Owner-
Trustee, the Vendor or such Owner may request during the
continuance of this Lease.

ARTICLE 9. DISCLAIMER OF WARRANTIES

NEITHER THE OWNER-TRUSTEE NOR THE VENDOR
MAKES, HAS MADE OR SHALL BE DEEMED TO MAKE OR HAVE
MADE ANY WARRANTY OR REPRESENTATION, EITHER EXPRESS OR
IMPLIED, AS TO THE DESIGN OR CONDITION OF, OR AS TO THE
QUALITY OF THE MATERIAL, EQUIPMENT OR WORKMANSHIP IN, THE
UNITS OR ANY COMPONENT THEREOF DELIVERED TO THE LESSEE
HEREUNDER, AND NEITHER THE OWNER-TRUSTEE NOR THE VENDOR
MAKES ANY WARRANTY OF MERCHANTABILITY OR FITNESS OF THE
UNITS FOR ANY PARTICULAR PURPOSE OR AS TO TITLE TO THE
UNITS OR ANY COMPONENT THEREOF, OR ANY OTHER REPRESENTA-
TION OR WARRANTY, EXPRESS OR IMPLIED, WITH RESPECT TO ANY
UNIT, EITHER UPON DELIVERY THEREOF TO THE LESSEE OR
OTHERWISE, it being agreed that all such risks, as between
the Owner-Trustee and the Vendor, on the one hand, and
the Lessee* on the other hand, are to be borne by the
Lessee; but the Owner-Trustee hereby irrevocably appoints
the Lessee its agent and attorney-in-fact during the term
of this Lease to assert and enforce from time to time, in
the name of and for the account of the Owner-Trustee
and/or the Lessee, as their interests may appear, at the
Lessee's sole cost and expense, whatever claims and rights
the Owner-Trustee may have against the Builder under
the provisions of Items 3 and 4 of Annex A of the CSA;
provided, however, that if at any time an Event of Default
shall have occurred and be continuing, the Owner-Trustee
may assert and enforce, at the Lessee's sole cost and
expense, such claims and rights. Neither the Owner-
Trustee nor the Vendor shall have any responsibility or
liability to the Lessee or any other person with respect
to any of the following: (i) any liability (including,
without limitation, strict liability in tort or other-
wise), loss or damage caused or alleged to be caused
directly or indirectly by any Units or by any inadequacy
thereof or deficiency or defect therein or by any other
circumstances in connection therewith; (ii) the use,
operation or performance of any Units or any risks
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relating thereto; (iii) any interruption of service, loss
of bus ines s or an t i c ipa ted p r o f i t s or consequential
d a m a g e s ; or ( i v ) the delivery, operation, servicing,
maintenance, repair, improvement or replacement of any
Uni ts . The Lessee's delivery of a Certificate of Accep-
tance shall be conclusive evidence as between the Lessee,
on the one hand, and the Owner-Trustee and the Vendor, on
the other hand, that the Uni ts described therein are in
all the foregoing respects satisfactory to the Lessee, and
the Lessee will not assert any claim of any nature whatso-
ever against the Owner-Trustee or the Vendor based on any
of the foregoing matters.

ARTICLE 10. LAWS AND RULES

§10.1. Compliance. The Lessee agrees, for
the benefit of the Owner-Trustee and the Vendor, to comply
in all respects ( i n c l u d i n g , without l imitation, with
respect to the use, maintenance and operation of each
U n i t ) wi th all laws of the jur isdict ions in which its
operations involving the Uni t s may extend, with the
Interchange Rules of the Association of American Railroads
and wi th all lawful rules of the United States Department
of Transportation, the Interstate Commerce Commission and
any o ther l eg i s l a t ive , e x e c u t i v e , administrat ive or
judicia l body exercising any power or jurisdiction over
the Units , to the extent that such laws and rules affect
the title, operation or use of the Units, and in the event
that such laws or rules require any alteration, replace-
ment , addition or improvement of or to any part of any
U n i t , the Lessee wi l l c o n f o r m t h e r e w i t h at i ts own
expense; provided, however, that the Lessee may at its
own expense , in good f a i t h , contes t the val idi ty or
appl ica t ion of any such law or rule in any reasonable
manner which does not, in the reasonable opinion of the
Owner-Trustee or the Vendor, adversely affect the property
or rights of the Owner-Trustee or the Vendor under this
Lease or under the CSA.

§10.2. Reports by Owner-Trustee. The Lessee
agrees to prepare and deliver to the Owner-Trustee and the
Vendor within a reasonable time prior to the required date
of f i l ing (or , to the extent permissible, file on behalf
of the Owner-Trustee and the Vendor) any and all reports
(other than income tax returns) to be filed by the Owner-
T rus t ee w i t h any f e d e r a l , s tate or other regulatory
authori ty by reason of the ownership by the Owner-Trustee
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or the Vendor of the Units or the leasing thereof to the
Lessee. The Lessee shall reimburse the Owner-Trustee and
the Vendor for their reasonable out-of-pocket expenses
incurred in connection with the filing of such reports.

ARTICLE 11. MAINTENANCE

§11.1. U n i t s in Good Operating Order. The
Lessee agrees that, at its own cost and expense/ it will
maintain and keep, or cause to be mainta ined and kept,
each Uni t ( inc luding any parts installed on or replace-
ments made to any Unit and considered an accession thereto
as hereinbelow provided) which is subject to this Lease in
good operating order, repair and condition, ordinary wear
and tear excepted.

§11.2. Addi t ions , Modif ica t ions and Improve-
ments . (1) Severable. The Lessee, at its own cost and
expense, may from time to time make such other additions,
modifications and improvements to any Unit during the term
of this Lease as are readily removable without causing
material damage to such Unit. Provided that no Event of
Defau l t , or event which but for the lapse of time or the
giving of notice or both would be an Event of Default ,
shall have occurred and be cont inuing, the Lessee may
remove such addi t ion, modification or improvement before
such Unit is returned to the Owner-Trustee, and the Lessee
shall t h e r e a f t e r own such a d d i t i o n , modif ica t ion or
improvement. The Lessee shall repair all damage to such
Unit resulting from such installation and removal so as to
restore such Uni t to the condition in which it existed
prior to the installation of such addition, modification
or i m p r o v e m e n t ( o r d i n a r y wear and tear e x c e p t e d ) .
If the Owner-Trustee so agrees, the Lessee shall not be
required to remove any addition, modification or improve-
ment if the retention of such addition, modification or
improvemen t wi l l not adverse ly a f f e c t the operating
capabilities of such Unit in the possession of the Owner-
Trustee. Any addition, modification or improvement not so
removed shall be the p roper ty of the Owner-Trustee.

(2) Non_^.s_e_y_e__r ajD_le_. Any and all parts
installed on and addi t ions, modif icat ions, improvements
and r ep l acemen t s made to any U n i t ( i ) which are not
readily removable without causing material damage to such
U n i t and were installed or were added to such Un i t in
contravention of the provisions of §§11.2(1) hereof, ( i i )
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the cost of which is included in the Purchase Price of
such Unit, (iii) in the course of ordinary maintenance
of the Units or (iv) which are not readily removable
without causing material damage to such Unit and which
are required for the operation or use of such Unit by
the Interchange Rules of the Association of American
Railroads or by the regulations of the Interstate Commerce
Commission, the Department of Transportation or any other
applicable regulatory body or otherwise required under
§10.1 of this Lease, shall constitute accessions to
such Unit; and full ownership thereof, free from any lien,
charge, security interest or encumbrance (except for those
created by the CSA), shall immediately be vested in the
Owner-Trustee and the Vendor as their respective interests
may appear in the Unit itself.

ARTICLE 12. INDEMNIFICATION

§12.1. Indemnified Persons. The Lessee shall
pay, and shall protect,, indemnify and hold the Owner-
Trustee (in both its individual and fiduciary capacities),
each Owner, the Vendor and their respective successors,
assigns, agents and servants (hereinafter called Indemni-
fied Persons), harmless from and against any and all
causes of action, suits, penalties, claims, demands or
judgments of any nature whatsoever which may be imposed
on, incurred by or asserted against any Indemnified Person
(including any or all liabilities, obligations, damages,
costs, disbursements, expenses (including without limita-
tion reasonable attorneys' fees and expenses of any
Indemnified Person) relating thereto) in any way relating
to or arising or alleged to arise out of, or in connection
with Lessee's rights and obligations under, this Lease,
the CSA or the Units, including without limitation those
in any way relating to or arising or alleged to arise
out of (i) the manufacture, construction, purchase,
acceptance, rejection, ownership, delivery, nondelivery,
lease, possession, use, operation, condition, sale, return
or other disposition of any Unit or portion thereof, (ii)
any latent and other defects whether or not discoverable
by the Owner-Trustee, the Vendor or the Lessee, (iii) any
claim for patent, trademark or copyright infringement,
(iv) any claims based on strict liability in tort, (v) any
injury to or the death of any person or any damage to or
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loss of property on or near the Units or in any manner
growing out of or connected with, or alleged to grow out
of or be connected with, the ownership, use, replacement,
adaptation or maintenance of the Units or of any other
equipment in connection with the Units (whether owned or
under the control of the Owner-Trustee, the Lessee or any
other person) or resulting or alleged to result from the
condition of any thereof; (vi) any violation, or alleged
violation, of any provision of this Lease (except by the
Owner-Trustee) or of any agreement, law, rule, regulation,
ordinance or restriction affecting or applicable to
the Units or the leasing, ownership, use, replacement,
adaptation or maintenance thereof; or (vii) any claim
arising out of any of the Owner-Trustee's obligations
under the Lease Assignment or the Vendor's retention of a
security interest under the CSA or the Lease Assignment or
the Participation Agreement, except to the extent such
claim arises from an act or omission of the Owner-Trustee.
The Lessee shall be obligated under this §12.1, irrespec-
tive of whether or not any Indemnified Person shall also
be indemnified with respect to the same matter under any
other agreement by any other person, and the Indemnified
Person seeking to enforce the indemnification may proceed
directly against the Lessee under this §12.1 without first
resorting to any such other rights of indemnification. In
case any action, suit or proceeding is brought against
any Indemnified Person in connection with any claim
indemnified against hereunder, the Lessee may and upon
such Indemnified Person's request, will at the Lessee's
expense resist and defend such action, suit or proceeding,
or cause the same to be resisted or defended by counsel
selected by the Lessee and reasonably approved by such
Indemnified Person and, in the event of any failure by the
Lessee to do so, the Lessee shall pay all reasonable costs
and expenses (including without limitation attorneys' fees
and expenses) incurred by such Indemnified Person in
connection with such action, suit or proceeding. In
the event the Lessee is required to make any payment
under this §12.1, the Lessee shall pay directly to such
Indemnified Person an amount which, after deduction of all
taxes required to be paid by such Indemnified Person in
respect of the receipt thereof under the laws of the
United States or of any political subdivision thereof
(after giving credit for any savings in respect of any
such taxes by reason of deductions, credits or allowances
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in respect of the payment of the expense indemnif ied
against / and of any other such taxes as determined in the
sole discretion of the Indemnified Person), shall be equal
to the amount of such payment. The Lessee and the Owner-
Trus tee each agrees to give each other promptly upon
obtaining knowledge thereof written notice of any claim or
liability hereby indemnified against. Upon the payment in
fu l l of any indemnities as contained in this §12.1 by the
Lessee,* and provided that no Event of Default (or other
event which wi th lapse of time or notice or both would
constitute such an Event of Default) shall have occurred
and be continuing, the Lessee shall be subrogated to any
right of such Indemnif ied Person (except against another
Indemnified Person) in respect of the matter against which
indemnity has been given. Any payments received by such
Indemnif ied Person f rom any person (except the Lessee)
as a resul t of any mat ter with respect to which such
I n d e m n i f i e d Person has been indemnif ied by the Lessee
pursuant to this §12.1 shall be paid over to the Lessee
to the ex ten t necessary to re imburse the Lessee for
i n d e m n i f i c a t i o n paymen t s p r ev ious ly m a d e . No th ing
in this §12.1 shall constitute a guaranty by the Lessee of
the Indebtedness (as def ined in § 4 . 3 ( b ) of the CSA) of
the Owner -Trus tee under the CSA or a guaranty of the
residual value of any Unit.

§12.2. Indemnif ica t ion of the Builder . The
Lessee f u r t h e r agrees to i ndemni fy , protect and hold
harmless the Builder as a third party beneficiary hereof
from and against any and all l iability, claims, costs,
cha rges and expenses , including royalty payments and
reasonable counsel fees, in any manner imposed upon or
a c c r u i n g against the Bui lder because of the use in or
about the construction or operation of any Uni t of any
ar t ic le or ma te r i a l s p e c i f i e d by the Lessee and not
m a n u f a c t u r e d by the Builder or of any design, system,
process, formula or combination specified by the Lessee
and not developed or purported to be developed by the
Builder which inf r inges or is claimed to infringe on any
patent or other right.

§12.3. Survival . The indemnit ies contained
in this Ar t i c l e 12 shal l su rv ive the e x p i r a t i o n or
t e rmina t ion of this Lease wi th respect to all events,
f a c t s , condit ions or other circumstances occurr ing or
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existing prior to such expiration or termination and are
expressly made for the benefit of, and shall be enforce-
able by/ any Indemnified Person. None of the indemnities
in this Article 12 shall be deemed to create any rights of
subroga t ion in any insurer or third party against the
Lessee therefor , f rom or under any Indemni f ied Person,
whether because of any claim paid or defense provided for
the benefit thereof or otherwise.

ARTICLE 13. DEFAULT

§13.1. Events of Default; Remedies. If, during
the continuance of this Lease or any extension or renewal
thereof, one or more of the following events (each such
event being herein sometimes called an Event of Default)
shall occur:

A. default shall be made in payment of any
amount p rov ided for in Articles 3, 7, 12, 16 or
19 hereof or Pa rag raph 11 of the Par t ic ipat ion
A g r e e m e n t , and such d e f a u l t shall cont inue for
ten days;

B. the Lessee shall, for more than 45 days
af ter the Vendor, either Owner or the Owner-Trustee
shall have demanded in writing performance thereof,
fai l or refuse to comply with any other covenant,
agreement, term or provision of this Lease or of the
Participation Agreement on its part to be complied
with or performed;

C. any representation or warranty made by
the Lessee or by the Guaran to r herein or in the
Pa r t i c ipa t ion Agreement or in any cer t i f ica te or
statement fu rn i shed to the Owner-Trustee or either
Owner p u r s u a n t to or in connection wi th any such
agreements proves untrue in any material respect as
of the date of issuance or making thereof;

D. a pet i t ion for reorganizat ion under
the B a n k r u p t c y Act , as now consti tuted or as may
hereafter be amended, shall be f i led by or against
the Lessee or the Guarantor , unless such peti t ion
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shall have been dismissed, nullified, stayed or
otherwise rendered ineffective (but then only so
long as such stay shall continue in force or such
ineffectiveness shall continue) within 60 days after
such petition shall have been filed;

E. any other proceedings shall be com-
menced by or against the Lessee or the Guarantor
for any relief which includes, or might result
in, any modification of the obligations of the
Lessee hereunder or under the Consent or the Guaran-
tor under the Guaranty under any bankruptcy or
insolvency laws, or- laws relating to the relief of
debtors, readjustments of indebtedness, reorganiza-
tions, arrangements, compositions or extensions
(other than a law which does not permit any readjust-
ments of the obligations of the Lessee hereunder
or under the Consent or the Guarantor under the
Guaranty, as the case may be) unless such proceedings
shall be dismissed, nullified, stayed or otherwise
rendered ineffective (but then only so long as such
stay shall continue in force or such ineffectiveness
shall continue) within 60 days after such proceed-
ings shall have been commenced; or



L-26

F. an event of default set forth in
Article 16 of the CSA shall have occurred arising
out of any default by the Lessee in performing any of
its obligations hereunder or under the Consent;

then, in any such case, the Owner-Trustee, at its option,
may:

(a) proceed by appropriate court action or
actions either at law or in equity to enforce
performance by the Lessee of the applicable covenants
of this Lease or to recover damages for the breach
thereof; or

(b) upon 5 days' written notice to the
Lessee terminate this Lease, whereupon all rights of
the Lessee to the use of the Units shall absolutely
cease and terminate as though this Lease had never
been made, but the Lessee shall remain liable as
herein provided; and thereupon the Owner-Trustee may
by its agents enter upon the premises of the Lessee
or other premises, in so far as the Lessee may be
lawfully authorized so to permit, where any of the
Units may be located, without judicial process
if this can be done without breach of the peace
and in accordance with due process of law, and
take possession of all or any of such Units and
thenceforth hold, possess and enjoy the same free
from any right of the Lessee, or its successors or
assigns, to use the Units for any purposes whatever
and without any duty to account to the Lessee with
respect to such action or inaction or for any pro-
ceeds arising therefrom, and in connection therewith
use and employ any available trackage and other
facilities or means of the Lessee; but the Owner-
Trustee shall, nevertheless, have a right to recover
forthwith from the Lessee any and all amounts which
under the terms of this Lease may be then due or
which may have accrued to the date of such termina-
tion (computing the rental for any number of days
less than a full rental period by multiplying the
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rental for such fu l l rental period by a fraction of
which the numerator is such number of days and the
denominator is the total number of days in such full
rental period) and also to recover forthwith from the
Lessee as liquidated damages for loss o f , t he bargain
and not as a penalty a sum, with respect to each
Unit, which represents (i) whichever of the following
amounts that the Owner-Trustee in its sole discretion
shall specify: (x) the excess of the present value,
at the time of such termination, of the entire unpaid
balance of all rentals for such Uni t which would
otherwise have accrued hereunder f rom the date of
such termination to the end of the term of this Lease
as to such Uni t over the then present value of the
rental which the Owner-Trustee reasonably estimates
to be obtainable for each Unit dur ing such period,
such present va lue to be computed in each case
on the basis of a 6% per a n n u m d i s c o u n t , com-
pounded semiannually from the respective dates upon
which rentals would have been payable hereunder had
this Lease not been terminated or, in the event the
Owner -Trus tee shall have sold such Uni t , the net
proceeds of the sale or (y) an amount equal to the
excess , if a n y , of the Casual ty Value as of the
Casualty Payment Date on or next preceding the date
of t e r m i n a t i o n over either the amount the Owner-
Trustee reasonably estimates to be the sales value of
such Uni t at such time or, in the event the Owner-
Trustee shall have sold such Unit, the net proceeds
of such sale, plus ( i i ) any damages and expenses,
i nc lud ing reasonable a t to rneys ' f e e s , in addi-
tion thereto w h i c h the Owner-Trustee shall have
sustained by reason of the breach of any covenant,
representation or warranty in this Lease other than
for the payment of rental.

In addit ion, the Lessee shall be liable, except
as o the rwise provided above, for any and all unpaid
amounts due hereunder before, during or after the exercise
of any of the foregoing remedies and for all reasonable
attorneys ' fees and other costs and expenses incurred by
reason of the o c c u r r e n c e of any Event of Defau l t or
the exercise of the Owner-Trustee's remedies with respect
there to , inc luding , wi thout l imi ta t ion, all costs and
expenses incurred in connection with the return of any
Unit .
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§13.2. Remedies Not Exclusive; Waiver . The
remedies in this Lease p r o v i d e d i n favor o f t h e Owner-
Trus tee shall not be deemed exc lus ive , but shall be
cumula t ive and may be exercised concurrently or con-
secutively and shall be in addition to all other remedies
existing at law or in equity. The Lessee hereby waives
any mandatory requirements of law, now or hereafter in
e f f e c t , which might limit or m o d i f y the remedies herein
provided, to the extent that such waiver is not, at the
time in question, prohibited by law.

§13.3. Faj^!Luro_ to Ejcerc^se Rjlc[htsi is not
Waiver. The failure of the Owner-Trustee to exercise the
rights granted it hereunder upon the occurrence of any of
the contingencies set for th herein shall not constitute
a w a i v e r of any such r i gh t upon the continuation or
recur rence of any such contingencies or similar con-
tingencies.

§13.4. Notice of Event of Dafault. The Lessee
also agrees to furnish the Owner-Trustee, each Owner and
the Vendor , promptly upon any responsible of f ice r ' s
becoming aware of any condit ion which constituted or
cons t i tu t e s an E v e n t of D e f a u l t under this Lease or
w h i c h , a f t e r not ice or lapse of time or both, would
cons t i tu te such an Even t of D e f a u l t , wri t ten notice
thereof s p e c i f y i n g such condition and the nature and
s ta tus t he r eo f . For the purposes of this §13.4 , a
"responsible o f f i c e r " shall mean, with respect to the
subject matter of any covenant, agreement or obligation of
the Lessee in this Lease contained, any corporate officer
of the Lessee who , in the normal per formance of his
operational responsibilities, would have knowledge of such
matter and the requirements of this Lease wi th respect
thereto.

ARTICLE 14. RETURN OF UNITS UPON DEFAULT

§14.1. Return of Uni t s . If this Lease shall
terminate pursuant to §13.1 hereof or pursuant to Article
16 of the CSA, the Lessee shall forthwith deliver posses-
sion of the U n i t s to the O w n e r - T r u s t e e . Each Un i t
so de l ive red shal l be in the same opera t ing order ,
repair and condition as when originally delivered to the
Lessee, reasonable wear and tear excepted, shall be fit



L-29

for loading, shall meet the standards then in effect under
the In t e r change Rules of the Association of American
Railroads and/or the applicable rules of any governmental
agency or other organization wi th jur isdic t ion, shall
have a t tached or a f f i x e d there to any special device
considered an accession thereto as provided in Article 11
hereof and shall have removed therefrom at the Lessee's
expense any addit ion, modification or improvement which,
as provided in said Article 11, is owned by the Lessee.
For the purpose of delivering possession of any Unit or
Units as above required, the Lessee shall at its own cost,
expense and risk:

(a) f o r t h w i t h and in the usual manner
( i n c l u d i n g , but not by way of l imitat ion, giving
prompt telegraphic and writ ten notice to the Asso-
ciation of American Railroads and all railroads to
which any Uni t or Uni ts have been interchanged or
which may have possession thereof to return the Unit
or U n i t s ) and promptly place such Uni ts upon such
storage tracks as the Owner-Trustee reasonably may
designate;

(b) permit the Owner-Trustee to store such
U n i t s on such t racks at the r isk of the Lessee
w i t h o u t charge for i n su rance , ren t or storage
un t i l all such U n i t s have been sold, leased or
o therwise disposed of by the Owner-Trustee; and

(c) cause the same to be transported to
any reasonab le place as d i r ec ted by the Owner-
Trustee.

The assembling, delivery, storage, insurance and trans-
porting of the Units as hereinbefore provided shall be at
the expense and risk of the Lessee, and upon application
to any court of equity having jurisdiction in the prem-
ises, the Owner-Trustee shall be entitled to a decree
against the Lessee requiring specific performance of the
covenants of the Lessee so to assemble, deliver, store and
t ranspor t the U n i t s . During any storage period, the
Lessee will, at its own .cost and expense, maintain and
keep the U n i t s in good order and repair , continue to
main ta in property insurance in accordance with the pro-
visions of §7 .7(1) hereof and permit the Owner-Trustee or
any person designated by it, including the authorized
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represen ta t ive or representatives of any prospective
purchaser, lessee or user of any such Unit, to inspect the
same; provided, however, that the Lessee shall not be
liable, except in the case of the negligence or willful
misconduct of the Lessee or of its employees or agents,
for any injury to, or the death of, any person exercising,
either on behalf of the Owner-Trustee or any prospective
purchaser, lessee or user, the right of inspection granted
under this sentence. All amounts earned in respect of the
Units af ter the date of termination of this Lease shall
belong to the Owner -Trus tee a n d , if received by the
Lessee, shall be prompt ly tu rned over to the Owner-
Trus tee . In the event any Uni t is not assembled, de-
livered and stored, as hereinabove provided, the Lessee
shall in addit ion pay to the Owner-Trustee for each day
thereafter an amount equal to the amount, if any, by which
that percentage of the Purchase Price of such Unit for
each such day obtained by dividing by 180 the average of
the basic lease rates for such Units as set forth in §3.1
hereof for each semiannual payment for such Unit exceeds
the actual earnings received by the Owner-Trustee on such
Unit for each such day. Payment shall be made on the 15th
day of each month for all moneys due under the preceding
sentence^

§14.2. Owner-Trustee Appointed Agent of Lessee.
Without in any way limiting the obligation of the Lessee
u n d e r the f o r e g o i n g p rov i s ions of §14.1, the Lessee
hereby irrevocably appoints the Owner-Trustee as the agent
and attorney of the Lessee, with full power and authority
at any time whi l e the Lessee is obligated to deliver
possession of any Unit to the Owner-Trustee, to demand and
take possession of such Uni t in the name and on behalf
of the Lessee from whomsoever shall be in possession of
such Unit at the time.

A R T I C L E 1 5 . A S S I G N M E N T , P O S S E S S I O N A N D U S E

§15.1. Assignment; Consent. The Owner-Trustee
shall not assign its rights under this Lease, in whole or
in part, without the prior written consent of the Lessee,
which consent shall not be unreasonably withheld. As more
fully set forth in the Consent, the Lessee hereby consents
to the assignment of this Lease pursuant to the Lease
Assignment.
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§15.2. Lessee's Rights To Use the Units, To
Permit Use Thereof by Others and To Sublease the Units.
(1) Without the prior written consent of the Owner-Trustee
and the Vendor, which consent shall not be unreasonably
withheld, the Lessee shall not assign or transfer its
leasehold interest under this Lease in the Units or
any of them except as provided in §15.2(2) hereof; and the
Lessee shall not, without the prior written consent of the
Owner-Trustee and the Vendor, part with the possession or
control of, or suffer or allow to pass out of its posses-
sion or control, any of the Units, except to the extent
permitted by the provisions of said § 15.2(2). The
Lessee, at its own expense, will promptly pay or discharge
any and all sums claimed by any party which, if unpaid,
would become a lien, charge, security interest or other
encumbrance (other than an encumbrance created by the
Owner-Trustee, either Owner or the Vendor or resulting
from claims against the Owner^Trustee, either Owner or the
Vendor not related to the ownership of the Units, other
than any encumbrance on the leasehold estate of the Lessee
and other than liens for taxes, assessments or govern-
mental charges or levies, either not due and delinquent
or being contested in accordance with §6.2 hereof or
undetermined or inchoate materialmen1s, mechanics',
workmen's, repairmen's or other like liens arising in the
ordinary course of business and, in each case, either not
delinquent or which shall have been bonded or the enforce-
ment of which shall have been suspended (but only for the
duration of such suspension)) upon or with respect to any
Unit, including any accession thereto, or the interest of
the Owner-Trustee, the Vendor or the Lessee therein, and
will promptly discharge any such lien, claim, security
interest or other encumbrance which arises.

(2) So long as no Event of Default exists
hereunder, the Lessee shall be entitled to the quiet
enjoyment and possession of the Units and to the use of
the Units by it or any affiliate (including, without
limitation, any direct or indirect domestic subsidiary of
Occidental Petroleum Corporation) upon lines of railroad
owned or operated by it or any such affiliate or upon
lines of railroad over which the Lessee or any such
affiliate has trackage or other operating rights or
over which railroad equipment of the Lessee or any such
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a f f i l i a t e is regularly operated pursuant to contract and
shall be entitled to permit the use of the Units upon
connecting and other carriers in the usual interchange of
t r a f f i c or p u r s u a n t to run-through agreements and to
assign its rights under the Lease or to sublease the Units
to any such a f f i l i a t e (or, with prior written notice to
the Owner-Trustee, to any other solvent corporation in the
United States for nonconsecutive periods of one year or
l e s s ) , but only upon and subject to all the terms and
conditions of this Lease and the CSA; provided, however,
that the Lessee shall not assign or sublease, or permit
the assignment, sublease or use of, any Unit predominantly
outside the United States of America within the meaning of
Section 4 8 ( a ) of the Internal Revenue Code of 1954, as
amended to the date hereof, nor shall the Lessee assign or
sublease to, or permit the sublease or use of the Units
by, any person in whose hands such Units would not qualify
as "section 38 property" within the meaning of said Code.
The Lessee may receive and retain compensation for the use
of any of the Units from other railroads so using such
U n i t s . Any sublease permitted by this paragraph may
provide that the sublessee, so long as it shall not be in
d e f a u l t under such sublease, shall be entitled to the
possession and use of the Units included in such sublease;
provided, however, that every such sublease shall by its
express provisions be subject to the rights and remedies
of the Owner-Trustee under this Lease in respect of the
Units covered by such sublease upon the occurrence of an
Event of Default hereunder.

The Lessee agrees that, if any proceeding shall
be b r o u g h t for the sale or foreclosure of the Owner-
T r u s t e e ' s in te res t u n d e r the C S A , and if the Owner-
Trustee's interest in the Equipment shall be sold pursuant
to the CSA, the Lessee will, in the event that this Lease
shall not, prior to such sale, have been terminated or
have expired in accordance with its terms, attorn to the
purchaser upon any such sale at foreclosure or otherwise,
including the Vendor if it should be the purchaser there-
of, and will recognize such purchaser as the lessor under
this Lease, and this Lease shall continue in full force
and e f f e c t as a direct lease between the Lessee and such
purchaser upon and subject to all the terms, covenants,
conditions and agreements set forth in this Lease, if (i)
such purchaser shall have assumed and agreed to perform
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all obligations required to be performed by the original
lessor under this Lease in respect of periods after such
purchase, and (ii) such purchase shall have been made
expressly subject to the rights of the Lessee under this
Lease. The Lessee agrees that, upon compliance with
clauses (i) and (ii) of the preceding sentence,it will
execute and deliver, at any time and from time to time,
upon the request of the Vendor or any such purchaser, any
agreement, instrument or other document which, in the
judgment of the party making such request, may be neces-
sary or appropriate in any such foreclosure proceeding, or
otherwise, to evidence such attornment.

§15.3. Transfers by Lessee Through Merger,
Acquisition or Consolidation. Nothing in this Article 15
shall be deemed to restrict the right of the Lessee to
assign or transfer its leasehold interest under this Lease
in the Units or possession of the Units to any corporation
incorporated under the laws of any state of the United
States of America or the District of Columbia (which
shall have duly assumed the obligations of the Lessee
hereunder and under the Consent) into or with which the
Lessee shall have become merged or consolidated or which
shall have acquired the property of the Lessee as an
entirety or substantially as an entirety, provided that
such assignee or transferee will not, upon the effective-
ness of such merger, consolidation or acquisition, be in
default under any provision of this Lease.

ARTICLE 16. RENEWAL OPTION; PURCHASE OPTION;
FAIR MARKET VALUE AND FAIR MARKET RENTAL
VALUE

§16.1 Renewal Option. Upon 120 days' prior
written notice and provided no Event of Default, or event
which, but for the lapse of time or the giving of notice
or both, would be an Event of Default, shall have occurred
and be continuing, the Lessee shall be entitled at the end
of the original term of this Lease to renew this Lease
with respect to any or all Units for a term of not less
than five nor more than seven years from the end of the
original term for a rental equal to the Fair Market
Rental Value (as defined in §16.3 hereof) thereof payable
seminannually .in arrears on March 30 and September 30 of
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each year, with Termination Values for the period of
renewal, including March 30, 1997, determined in a manner
consistent with the original calculations of the prior
Termination Values, and otherwise on the same terms and
conditions as provided herein.

Notwithstanding the foregoing, at any time at
least 90 days prior to any such end of the term of this
Lease, the Lessee may elect by written notice to rescind
its notice to renew, whereupon the Lessee shall pay the
Owner-Trustee's reasonable out-of-pocket costs and
expenses incurred in anticipation of the notice to renew
which was rescinded.

§ 16.2 Purchase Option. Upon 120 days' prior
written notice and provided no Event of Default, or event
which, but for the lapse of time or the giving of notice
or both, would be an Event of Default, shall have occurred
and be continuing, the Lessee shall be entitled at the end
of the original term or any renewal term of this Lease to
purchase any or all Units at the Fair Market Value (as
defined in §16.3 hereof) thereof at the time of such
purchase on an "as is" basis.

Notwithstanding the foregoing, at any time at
least .w-ii'iiiLj (90^days prior to any such end of the term
of this Lease, the Lessee may elect by written notice to
rescind its notice to purchase whereupon the Lessee shall
pay the Owner-Trustee's reasonable out-of-pocket costs and
expenses incurred in anticipation of the notice to pur-
chase which was rescinded. .

§ 16.3 Fair Market Rental Value and Fair Market
Value; Definition; Determination.Forthepurposes of
this Lease, the Fair Market Rental Value of. any Unit
shall be equal to the rent of such Unit in an arm's-length
transaction between an informed and willing lessee (other
than a lessee currently in possession or a used equipment
dealer) and an informed and willing lessor under no
compulsion to lease, and the Fair Market Value of any Unit
shall be equal to the value of such Unit on an "as is"
basis in an arm's-length transaction between an informed
and willing buyer-user (other than a lessee currently in
possession or a used equipment dealer) and an informed and
willing seller under no compulsion to sell. Costs of
removal from the location of current use shall not be a
deduction in determining either of the above-mentioned
values.
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The Lessee and the Owner-Trustee agree to
negotiate in good faith the Fair Market Rental Value or
the Fair Market Value, as the case may be, and, in the
event such agreement cannot be reached at least 90 days
prior to any such end of the term of this Lease, shall, at
the Lessee's or the Owner-Trustee's option, submit the
question of value to independent appraisers in the
manner specified below in this §16.3. The Lessee and the
Owner-Trustee agree to be bound by the determination of
such independent appraisers. In no event shall a Unit be
sold or leased, pursuant to this Article 16 for less than
its Fair Market Value or Fair Market Rental Value, as the
case may be.

If either party hereto shall have given written
notice to the other requesting determination of the Fair
Market Value or the Fair Market Rental Value, the parties
shall attempt to determine such value, and, failing such
agreement within 20 days after the giving of such notice,
the parties shall consult for the purpose of appointing
one qualified independent appraiser by mutual agreement.
If no such appraiser shall be so appointed within 30 days
after such notice shall have been given, each party shall
appoint an independent appraiser (which shall not be the
manufacturer of such property) within 35 days after such
notice shall have been given, and the two appraisers so
appointed shall within 40 days after such notice shall
have been given appoint a third independent appraiser
(which shall not be the manufacturer of such property).
If no such third appraiser shall be so appointed within 40
days after such notice shall have been given, either party
may apply to the American Arbitration Association (or any
successor thereto) for the appointment of an arbitrator in
Lexington, Kentucky, or such other city as shall be agreed
upon by the parties, and both parties shall be bound by
any appointment made by such association. Each appraiser
appointed pursuant to the foregoing procedure shall be
instructed to determine the Fair Market Value or the Fair
Market Rental Value, as the case may be, of the property
in question within 30 days after his appointment. If the
parties shall have appointed a single appraiser, his
determination of value shall be final and binding as the
Fair Market Value or the Fair Market Rental Value,
as the case may be. If three appraisers shall have
been appointed as hereinabove set forth, the values
determined by the three appraisers shall be averaged, the
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determinat ion which shall d i f f e r most from such average
shall be disregarded, the remaining two determinations
shall be averaged, and such average shall be f inal and
b i n d i n g as the Fair Marke t Va lue or the Fair Market
Renta l Value, as l:he case may be. The Lessee and the
Owner-Trus tee shall equally bear all expenses of such
appraisers, provided that if three appraisers are chosen,
the Owner -T rus t ee and the Lessee shall each bear all
expenses of its chosen appraiser, and fu r the r provided
that if an Event of Defaul t has occurred and is con-
tinuing, all expenses of such appraisers shall be borne by
the Lessee.

ARTICLE 1 7 . R E T U R N O F U N I T S U P O N E X P I R A T I O N
OF TERM

As soon as practicable after the expiration of
the original or extended term of this Lease with respect
to any U n i t and in any even t not later than 90 days
thereafter, the Lessee will, at its own cost and expense,
at the request of the Owner-Trustee, deliver possession of
such Uni t to the Owner-Trustee upon such storage tracks
wi th in the States of Virg in ia and West Virginia and the
Commonwealths of Kentucky and Pennsylvania as the Lessee
may reasonab ly d e s i g n a t e or, in the absence of such
designation, as the Owner-Trustee may select, and permit
the O w n e r - T r u s t e e to store such U n i t on such tracks
for a per iod not exceeding 30 days and transport the
same upon disposition of the Uni t s , at any time within
such 30-day period, to any connecting carrier for ship-
ment , all as directed by the Owner-Trustee, the movement
and storage of such Units to be at the expense and risk of
the Lessee. Dur ing any such storage period the Lessee
will permit the Owner-Trustee or any person designated
by it, inc luding the authorized representative or repre-
sentatives of any prospective purchaser, lessee or user of
such Un i t , to inspect the same; provided, however, that
the Lessee shall not be liable, except in the case of
negligence or w i l l f u l misconduct of the Lessee or of its
employees or agents, for any injury to, or the death of,
any person exerc is ing , either on behalf of the Owner-
Trustee or any prospective purchaser, lessee or user, the
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r ights of inspection granted under this sentence. Each
U n i t r e tu rned to the O w n e r - T r u s t e e pursuant to, this
Ar t ic le 17 shall (i) be in the same operating order /
repair and condition as when originally delivered to the
Lessee, reasonable wear and tear excepted, ( i i ) be fit for
loading, ( i i i ) meet the standards then in effect under the
Interchange Rules of the Association of American Railroads
and/or the applicable rules of any governmental agency
or other organization wi th jur isdict ion and ( i v ) have
attached or aff ixed thereto any special device considered
an accession thereto as provided in Article 11 hereof and
have removed therefrom any such device not so considered
an accession. During any such storage period the Lessee
shall (i) maintain the Units in such manner as the Lessee
normally mainta ins similar uni ts of railroad equipment
owned or leased by it in similar storage circumstances and
( i i ) continue to carry and maintain insurance as required
p u r s u a n t to § 7 . 7 h e r e o f . The assembl ing , delivery,
s torage and transporting of the Uni t s as hereinbefore
provided shall be at the expense and risk of the Lessee,
and upon app l i ca t ion to any cour t of equ i t y hav ing
jurisdiction in the premises, the Owner-Trustee shall be
entitled to a decree against the Lessee requiring specific
performance of the covenants of the Lessee so to assemble,
de l i ve r , store and transport the Uni t s . All amounts
earned in respect of the Units a f ter the date of termi-
nation of this Lease shall belong to the Owner-Trustee
and, if received by the Lessee, shall be promptly turned
over to the Owner-Trustee. In the event any Unit is not
assembled, delivered and stored, as hereinabove provided,
within 90 days after such termination, the Lessee shall in
addit ion pay to the Owner-Trustee for each day thereafter
an a m o u n t equal to the amount , if any, by which that
percentage of the Purchase Price of such Uni t for each
such day obtained by d iv id ing by 180 the average of the
basic lease rates for such Units as set for th in § 3.1
hereof for each semiannual payment for such Unit exceeds
the actual earnings received by the Owner-Trustee on such
Unit for eacfr such day. Payment shall be made on the 15th
day of each month for all moneys due under the preceding
sentence.
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ARTICLE 18. RECORDING

The Lessee, at its own expense, will cause this
Lease, the CSA, the Assignment and the Lease Assignment to
be filed with the Interstate Commerce Commission in
accordance with Section 20c of the Interstate Commerce
Act. The Lessee will undertake the filing, registering,
deposit and recording required of the Owner-Trustee
under the CSA. The Lessee in addition will from time to
time do and perform any other act and will execute,
acknowledge, deliver, file, register, deposit and record
(and will refile, reregister, redeposit and rerecord
whenever required) any and all further instruments
required by law or reasonably requested by the Owner-
Trustee or the Vendor for the purpose of proper protec-
tion, to their reasonable satisfaction, of the Vendor's
and the Owner-Trustee's respective interests in the Units,
or for the purpose of carrying out the intention of this
Lease, the CSA, the Assignment and the Lease Assignment;
and the Lessee will promptly furnish to the Vendor and the
Owner-Trustee evidence of all such filings, registrations,
deposits and recordings, and an opinion or opinions of
counsel for the Lessee with respect thereto reasonably
satisfactory to the Vendor and the Owner-Trustee. This
Lease, the CSA, the Assignment and the Lease Assignment
shall be filed and recorded with the Interstate Commerce
Commission prior to the delivery and acceptance hereunder
of any Unit.

ARTICLE 19. INTEREST ON OVERDUE RENTALS

Any nonpayment of rentals and other obligations
due hereunder shall result in the obligation on the part
of the Lessee promptly to pay, to the extent legally
enforceable, an amount equal to interest at 10% per
annum, or at such lesser maximum rate permitted by law, on
the overdue rentals and other obligations for the period
of time during which they are overdue.

ARTICLE 20. OWNER-TRUSTEE'S RIGHT TO PERFORM
FOR THE LESSEE

If the Lessee fails to perform or comply with
any of its agreements contained herein, the Owner-Trustee
may, upon notice to the Lessee, itself perform or comply
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with such agreement, and the amount of the reasonable
out-of-pocket costs and expenses of the Owner-Trustee
incurred in connection wi th such performance or compli-
ance, together with interest on such amount at the rate
per annum which Bank of America National Trust and Savings
Association charges for unsecured 90-day loans to large
corporate borrowers at the time in e f f e c t , or at such
lesser maximum rate permitted by law, shall be payable by
the Lessee upon demand except as otherwise provided in
this Lease. No such performance or compliance by the
Owner-Trustee shall be deemed a waiver of the rights and
remedies of the Owner-Trustee or any assignee of the
Owner-Trustee against the Lessee hereunder.

ARTICLE 21. NOTICES

Any notice required or permitted to be given by
either party hereto to the other shall be deemed to have
been g iven when mai led , f i r s t class, postage prepaid,
addressed as follows:

(a) if to the Owner-Trustee, at 130 South
LaSa l l e , St reet , Ch icago , I l l inois 6 0 6 9 0 ,
Attention: Vice President, and

(b) if to the Lessee, at P.O. Box 11430,
L e x i n g t o n , K e n t u c k y 40575 , Attent ion: Vice
President-Finance, wi th a copy to Occidental
Petroleum Corporation, 10889 Wilshire Boulevard,
Sui te 1500, Los Angeles , Ca l i forn ia 9 0 0 2 4 ,
Attention: Associate Director-Finance,

or addressed to either party at such other address as such
pa r ty shall h e r e a f t e r f u r n i s h to the other party in
writing.

ARTICLE 22. SEVERABILITY

Any provision of this Lease which is prohibited
or u n e n f o r c e a b l e in any jur i sd ic t ion , shall be, as to
such j u r i s d i c t i o n , i n e f f e c t i v e to the extent of such
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prohibition or enforceability without invalidating the
remaining provisions hereof, and any such prohibition or
unenforceabi l i ty in any jurisdiction shall not invalidate
or r ender u n e n f o r c e a b l e such provision in any other
jurisdiction.

ARTICLE 23. EFFECT AND MODIFICATION OF LEASE

Excep t for the Part icipat ion Agreement , the
Guaranty, the Lease Assignment and the Consent, this Lease
exc lus ive ly and completely states the rights of the
Owner-Trustee and the Lessee with respect to the leasing
of the Units and supersedes all other agreements, oral or
wr i t ten , with respect thereto. No variation or modifica-
tion of this Lease and no waiver of any of its provisions
or conditions shall be valid unless in writing and signed
by duly authorized signatories for the Owner-Trustee and
the Lessee.

ARTICLE 24. THIRD PARTY BENEFICIARIES

Nothing in this Lease shall be deemed to create
any r ight in any person not a party hereto (other than
the O w n e r s , the Bui lder , the Vendor and the permitted
successors and ass igns of each such p a r t y ) , and this
instrument shall not be construed in any respect to be a
contract in whole or in part for the benefit of a third
party except as aforesaid.

ARTICLE 25. EXECUTION

This Lease may be executed in several counter-
parts, such counterparts together constituting but one and
the same instrument, but the counterpart marked Original
Counterpart delivered to the Vendor pursuant to the Lease
A s s i g n m e n t shall be deemed to be the original and all
other counterparts shall be deemed duplicates thereof.
Although for convenience this Lease is dated as of the
da te f i r s t set f o r t h above, the actual date or dates
of e x e c u t i o n hereof by the parties hereto is or are,
respectively, the date or dates stated in the acknowledg-
ments hereto annexed.
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ARTICLE 26. LAW GOVERNING

The terms of th is Lease and all rights and
obligations hereunder shall be governed by the laws of the
Commonwea l th of Kentucky; provided, however, that the
par t ies shall be ent i t led to all rights confererd by
Section 20c of the Interstate Commerce Act.

ARTICLE 27. IMMUNITIES; NO RECOURSE

(1) No recourse shall be had in respect of any
obligation due under this Lease against any incorporator,
stockholder, director or off icer , as such, past, present
or f u t u r e , of the parties hereto or against the Owners,
whether by virtue of any constitutional provision, statute
or rule of law, or by enforcement of any assessment or
pena l ty or o the rwise , all such liability, whether at
common law, in equity, by any constitutional provision or
statute or otherwise, of such incorporators, stockholders,
directors or officers, as such, being forever released as
a condition of and as consideration for the execution of
this Lease.

(2) It is expressly agreed by and between the
parties hereto, anything herein to the contrary notwith-
s t a n d i n g , tha t each and all of the representations,
undertakings and agreements herein made on the part of the
Owner-Trus tee are each and every one of them made and
intended not as personal representations, undertakings
and ag reemen t s by Exchange Nat ional Bank of Chicago,
including its successors and assigns, or for the purpose
or wi th the intention of binding said institution person-
ally, but are made and intended for the purpose of binding
only the Trust Estate as such term is used in the Trust
Agreement , and this Lease is executed and delivered by
said ins t i tu t ion solely in the exercise of the powers
expressly conferred upon said institution as trustee under
the Trust Agreement ; and that no personal liability or
personal responsibility is assumed by or shall at any time
be asser ted or e n f o r c e a b l e aga in s t said ins t i tu t ion
on account of any representation, undertaking or agreement
h e r e i n of the said i n s i t i t u i o n , e i ther expressed or
i m p l i e d , a l l such persona l l i ab i l i t y , i f any , being
expressly waived and released by the Lessee and by all
persons claiming by, through or under the Lessee.
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ARTICLE 28. A G R E E M E N T S F O R B E N E F I T O F
OWNER-TRUSTEE'S ASSIGNS

All rights and remedies of the Owner-Trustee
hereunder (including, but not limited to, its rights under
Ar t i c les 6, 1, 9, 12, 13, 14 and 17 and the right to
receive the rentals payable under this Lease) shall inure
to the benef i t
the Vendor).

of the Owner-Trustee's assigns (including

ARTICLE 29, TERM OWNER-TRUSTEE

Whenever the term Owner-Trustee is used in this
Lease it shall apply and refer to the Owner-Trustee and
any assignee of the Owner-Trustee (including, so long as
any Indebtedness under the CSA or interest thereon shall
r e m a i n u n p a i d or any other obl iga t ion thereunder be
continuing, the Vendor).

IN W I T N E S S W H E R E O F , the parties hereto have
execu ted or caused th is Lease to be execu ted as of
the date first above written.

I S L A N D C R E E K COAL COMPANY

[corporate seal]
Attest:

by_
R . B . Casriel, Treasurer

Paul C. Hebner, Vice
President and Secretary

E X C H A N G E NATIONAL BANK OF
CHICAGO, not in its
i n d i v i d u a l c a p a c i t y b u t
so le ly as O w n e r - T r u s t e e

[seal]
Attest:

by
Vice President

Authorized Officer



L-43

STATE OF ILLINOIS )
) ss:

COUNTY OF COOK )

On this of February, 1979, before
me personally appeared , to me
personally know, who being by me duly sworn, says that he
is a of Exchange National Bank of
Chicago, that one of the seals affixed to the foregoing
instrument is the seal of said national banking associa-
tion, that said instrument was signed and sealed on behalf
of said national banking association by authority of
its Board of Directors or its By-laws, and he acknowledged
that the execution of the foregoing instrument was the
free act and deed of said national banking association,
not in its individual capacity but solely as Trustee.

Notary Public

[Notarial Seal]

My Commission Expires
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STATE OF CALIFORNIA

COUNTY OF LOS ANGELES
) ss:

of February, 1979, before
7 Casriel, to me personally
sworn, says that he is the
Coal Company, that one of

instrument is the

On this
me personally appeared R. B,
known, who being by me duly
Treasurer of Island Creek
the seals affixed to the foregoing
corporate seal of said corporation, that said instrument
was signed and sealed on behalf of said corporation by
authority of its Board of Directors, and he acknowledged
that the execution of the foregoing instrument was the
free act and deed of said corporation.

No tary Public

[Notarial Seal]

My Commission Expires
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APPENDIX A TO LEASE

Type;

A.A.R. Mechanical Designation;

Builder's Specifications;

Quantity;

Unit Base Price;

Total Base Price;

Road (Serial) Numbers:

100-ton, open-top hopper cars,
class H-12, manufactured in the
shops of N o r f o l k and W e s t e r n
Rai lway Company in Roanoke,
Virginia.

HT.

The U n i t s shal l be bu i l t in
accordance wi th N & W Bills of
M a t e r i a l s 612 and 6 2 2 , N & W
Genera l A r r a n g e m e n t D r a w i n g
J-51780 and re la ted d r a w i n g s
(except that stenciling drawing
shall be D-52088, rather than
D-51801) and Brake Arrangement
Drawing J-51802, all of which
a r e i n c o r p o r a t e d . h e r e i n b y
r e f e r e n c e a n d m a d e a p a r t
hereof , and shall be equipped
with Stucki HS-7 stabilizer.s; and
shall be painted wi th "direct-
to-metal" Evans 12 yellow paint
and s tenc i led w i t h r e p o r t i n g
marks and car numbers in Pruitt
Shaffer #11926 royal blue paint
as set forth in drawing D-52088.

236 (Groups of 100, 70 and 6 6 ) .

$34 ,750 .

$8 ,201 ,000 .

ICRX 30,000 - 30 ,235 , inclusive.
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Estimated Times of Delivery!

Place of Delivery;

February 14, 1979 (100 cars),
February 28, 1979 (70 cars)
and March 20, 1979 (66 cars).

Fies Mine, Hopkins County,
Kentucky.

This Appendix A sets forth a description of the Units having a
total base price of $8,201,000. It is understood, however, that
certain of the Units may be delivered to and accepted by the
Lessee prior to the execution and delivery of this Lease, in
which case any Unit so delivered and accepted will be excluded
from this Appendix A by an appropriate supplement hereto. After
delivery of all of the Units covered by the CSA, this Appendix A
will be appropriately amended, if necessary, to describe only
those units covered by this Lease.

APPENDIX A
Page 2
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Casualty Payment^ Dates

September 30, 1979
March 30, 1980
September 30, 1980
March 30, 1981
September 30, 1981
March 30, 1982
September 30, 1982
March 30, 1983
September 30, 1983
March 30, 1984
September 30, 1984
March 30, 1985
September 30, 1985
March 30, 1986
September 30, 1986
March 30, 1987
September 30, 1987
March 30, 1988
September 30, 1988
March 30, 1989
September 30, 1989
March 30, 1990
September 30, 1990
March 30, 1991
September 30, 1991
March 30, 1992
September 30, 1992
March 30, 1993
September 30, 1993
March 30, 1994
September 30, 1994
March 30, 1995
September 30, 1995
March 30, 1996
September 30, 1996
March 30, 1997
and thereafter

Percentage of
Purchase Price*

86.9730%
89.5567%
89.1001%
90.7549%
90.2849%
90.8553%
90.6655%
91.0662%
90.2893%
90.0433%
89.1993%
88.5940%
87.4434%
86.4355%
85.0903%
83.8861%
82.8321%
80.9868%
78.5523%
76.0717%
73.4454%
70.7041%
67.8295%
64.8231%
61.7805%
58.6706%
55.5370%
52.5452%
49.2596%
46.1532%
42.7305%
39.4420%
35.8755%
32.3962%
28.6940%
25.0000%

As defined in the Lease
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Termination Dates

March 30,
September
March 30,
September
March 30,*
September
March 30,
September
March 30,
September
March 30,
September
March 30,
September
March 30,
September
March 30,
September
March 30,
September
March 30,
September
March 30,

1986
30, 1986
1987
30, 1987
1988
30, 1988
1989
30, 1989
1990
30, 1990
1991
30, 1991
1992
30, 1992
1993
30, 1993
1994
30, 1994
1995
30, 1995
1996
30, 1996
1997

Percentage of
Purchase Price*

86.4355%
85.0903%
83.8861%
82.8321%
80.9868%
78.5523%
76.0717%
73.4454%
70.7041%
67.8295%
64.8231%
61.7805%
58.6706%
55.5370%
52.5452%
49.2596%
46.1532%
42.7305%
39.4420%
35.8755%
32.3962%
28.6940%

-0-

As defined in the Lease
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ANNEX D TO
Conditional Sale

Agreement

ASSIGNMENT OF LEASE AND AGREEMENT dated as of
February 1, 1979 (hereinafter called this Assignment), by
and between EXCHANGE NATIONAL BANK OF CHICAGO acting
solely in its .capacity as Trustee (hereinafter called
the Owner-Trus'tee) under that certain Trust Agreement
dated as of January 1, 1979, as amended by that certain
Trust Amendment Agreement No. 1 dated as of February 1,
1979 (said Trust Agreement, as so amended, hereinafter
called the Trust Agreement), with Citizens Fidelity Bank
and Trust Company and Suburban Trust Company, and LASALLE
NATIONAL BANK, as Agent (hereinafter called the Vendor)
under a Participation Agreement dated as of the date
hereof,

W - _ I T N _ E j 3 £ i _ E T H :

WHEREAS, the Owner-Trustee is entering into a
Conditional Sale Agreement dated as of the date hereof
(hereinafter called the CSA) with Shenandoah-Virginia
Corporation (hereinafter called the Builder), provid-
ing for the sale to the Owner-Trustee of the units of
railroad equipment (hereinafter called the Units) de-
scribed therein as are delivered to and accepted by the
Owner-Trustee thereunder;

WHEREAS, the Owner-trustee and Island Creek Coal
Company (hereinafter called the Lessee) have entered into
a Lease of Railroad Equipment dated as of the date hereof
(hereinafter called the Lease), providing for the leasing
by the Owner-Trustee to the Lessee of the Units;

WHEREAS, in order to provide security for the
obligations of the Owner-Trustee under the CSA and as an
inducement to the Vendor to invest in the Indebtedness (as
defined in the CSA), the Owner-Trustee agrees to assign
for security purposes its rights in, to and under the
Lease to the Vendor;

NOW, THEREFORE, in consideration of the premises
and of the payments to be made and the covenants herein-
after mentioned to be kept and performed, the parties
hereto agree as follows:

Filed and recorded with the Interstate Commerce Commission
pursuant to Section 20c of the Interstate.Commerce Act on
February , 1979, at , recordation number _.
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1. The Owner-Trustee hereby assigns, transfers
and sets over unto the Vendor, as collateral security for
the payment and performance of the obligations of the
Owner -Trus t ee u n d e r the CSA, all the Owner-Trustee 's
r ight , title and interest, powers, privileges and other
benef i t s under the Lease, including, without limitation,
the immediate right to receive and collect all rentals,
prof i t s and other sums payable to or receivable by the
Owner-Trustee from the Lessee under or pursuant to the
Lease whe the r as rent , casualty payment, termination
payment , indemnity (except indemnity payments excluded
f r o m the income and proceeds f r o m the Equ ipmen t , as
d e f i n e d in § 4.8 of the C S A ) , l iquidated damages, or
o the rwi se ( s u c h moneys be ing h e r e i n a f t e r called the
Paymen t s ) , and the r ight to make all waivers and agree-
ents, to give all notices, consents and releases, to take
all ac t ion upon the happening of an Event of Defau l t
specified in the Lease, and to do any and all other things
w h a t s o e v e r w h i c h the O w n e r - T r u s t e e is or may become
entitled to do under the Lease; provided, however, that so
long as no event of d e f a u l t provided for in the CSA, or
event which wi th the lapse of time and/or demand could
const i tute such an event of default , shall have occurred
and be con t inu ing , no such ass ignment , transfer or set-
over shall be e f f e c t i v e w i th respect to either (a) the
Owner-Trustee 's right to collect any and all sums payable
to it under Article 6 of the Lease unless and until the
Vendor shall have notified the Owner-Trustee in writing in
accordance wi th § 6.2 of the CSA of a claim made against
the Vendor for any Taxes indemnified against under Article
6 of the CSA, or (b) the Owner-Trustee's right to collect
any and all sums payable to it under Art icle 12 of the
Lease unless and unt i l the Vendor shall have given the
Owner-Trustee written notice in accordance with § 14.1 of
the CSA of any claim or l iabi l i ty against it which is
indemni f i ed against under said § 14.1. In furtherance of
the foregoing (but subject to the provided, however clause
of the p r e c e d i n g s e n t e n c e ) , the Owner-Trustee hereby
irrevocably authorizes and empowers the Vendor in its own
name, or in the name of its nominee, or in the name of the
Owner -Trus t ee or as its at torney, to demand , sue for ,
collect and receive any and all Payments to which the
Owner-Trustee is or may become entitled under the Lease
and to enforce compliance by the Lessee with all the terms
and provisions thereof.

The Vendor agrees to accept any Payments made by
the Lessee for the account of the Owner-Trustee pursuant
to the Lease. To the extent received, the Vendor will
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apply such Payments to satisfy the obligations of the
Owner-Trustee under the CSA and, so long as no event of
default provided for in the CSA, or event which with the
lapse of time and/or demand could constitute such an event
of default, shall have occurred and be continuing, the
Vendor shall pay any balance to the Owner-Trustee on the
same date such Payment is applied to satisfy such obliga-
tions of the Owner-Trustee (but in no event later than the
third business day after the Vendor shall have received
such Payments), by bank wire to the Owner-Trustee at such
address as may be specified to the Vendor in writing,
and such balance shall be retained by the Owner-Trustee.
If the Vendor shall not receive any rental payment under
§ 3.1 of the Lease when due, the Vendor shall notify the
Owner-Trustee at the address set forth in the Lease;
provided, however, that the failure to so notify the
Owner-Trustee shall not affect the obligations of the
Owner-Trustee hereunder or under the CSA. The Owner-
Trustee will furnish to the Vendor a schedule, with such
changes as may be appropriate from time to time, setting
forth the amounts due the Vendor under the CSA and the
Owner-Trustee under the Lease on each date for the payment
thereof.

2. This Assignment is executed only as se-
curity and, therefore, the execution and delivery of this
Assignment shall not subject the Vendor to, transfer
or in any way affect the liability of the Owner-Trustee
under the Lease, it being understood that notwithstanding
this Assignment or any subsequent assignment, all obliga-
tions of the Owner-Trustee to the Lessee shall be and
remain enforceable by the Lessee, its successors and
assigns, against, and only against, the Owner-Trustee or
persons other than the Vendor.

3. The Owner-Trustee will faithfully abide by,
perform and discharge each and every obligation, covenant
and agreement which the Lease provides are to be performed
by the Owner-Trustee; without the written consent of the
Vendor, the Owner-Trustee will not anticipate the rents
under the Lease or waive, excuse, condone, forgive or in
any manner release or discharge the Lessee thereunder of
or from the obligations, covenants, conditions and agree-
ments to be performed ' by the Lessee, including, without
limitation, the obligation to pay the rents in the manner
and at the time and nlace specified therein or enter into
any agreement amending or terminating the Lease, and the
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Owner-Trustee agrees that any amendment or termination
thereof without such consent shall be void.

4. The Owner-Trustee does hereby constitute
the Vendor the Owner-Trustee 's true and lawful attorney,
irrevocably, wi th fu l l power (in the name of the Owner-
Trus tee or o t h e r w i s e ) , to d e m a n d , rece ive and give
acquittance for any and all Payments due and to become due
u n d e r or aris ing out of the Lease to which the Owner-
Trustee is or may become entitled, to enforce compliance
by the Lessee with all the terms and provisions of the
Lease , to endorse any checks or other instruments in
connection therewith and to f i le any claims or take any
action or inst i tute any proceedings which to the Vendor
may seem to be necessary or advisable in the premises.

5. Upon the full discharge and satisfaction of
all the Owner-Trustee 's obligations under the CSA, this
Assignment and all r ights herein assigned to the Vendor
shall terminate, and all estate, right, title and interest
of the Vendor in and to the Lease shall revert to the
Owner-Trustee.

6. The Owner-Trustee will, from time to time,
execu te and de l ive r any and al l f u r t h e r ins t ruments
required by law or reasonably requested by the Vendor in
order to f u r t h e r assure the interest of the Vendor here-
under.

7. The Vendor may assign all or any of the
r ights assigned to it hereby or arising under the Lease,
inc lud ing , wi thou t l imi ta t ion , the right to receive any
Payments due or to become due. In such event, any such
subsequent or successive assignee shall, to the extent of
such ass ignment , enjoy all the rights and privileges and
be subject to all the obligations of the Vendor hereunder.

8. The Owner-Trustee will pay and discharge any
and al l c l a i m s , l i ens , charges or security interests
(other than created hereby and by the CSA) on or in the
Lease or the rentals or other payments due or to become
due thereunder claimed by any party from, through or under
the Owner-Trustee, an Owner (as defined in the CSA), or
their successors and assigns (other than the Vendor)> not
arising out of the transactions contemplated by the CSA or
the Lease (bu t inc lud ing tax liens ar is ing out of the
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receipt of the income and proceeds from the Uni t s ) , unless
the Owner-Trustee or an Owner, as the case may be, shall
be con te s t i ng the same in good f a i t h by appropriate
proceedings in any reasonable manner and the nonpayment
thereof does not, in the opinion of the Vendor, adversely
affect such interests of the Vendor.

9. This Assignment shall be governed by the
laws of the Commonwealth of Ken tucky , but the parties
shall be entitled to all rights conferred by Section 20c
of the Interstate Commerce Act.

10. The Owner-Trustee shall cause copies of
all notices received in connection with the Lease and all
payments hereunder to be promptly delivered to the Vendor.

11. The Vendor will not, so long as no event of
de fau l t provided for in the CSA, or event which with the
lapse of time and/or demand could constitute such an event
of d e f a u l t , shall have occurred and be continuing, exer-
cise or e n f o r c e , or seek to exercise or enforce , or
avail itself of, any of the r ights, powers, privileges,
author izat ions or benef i t s which are assigned and trans-
ferred by the Owner-Trustee to the Vendor by this Assign-
m e n t and which are for the sole bene f i t of the Owner-
Trustee, wi thout the prior consent of the Owner-Trustee.

12. Anything in this Assignment to the contrary
n o t w i t h s t a n d i n g , each and all of the representations,
undertakings and agreements in this Assignment made on the
part of the Owner-Trustee are each and every one of them
made and intended not as personal representations, under-
t a k i n g s and a g r e e m e n t s by E x c h a n g e Nat ional Bank of
C h i c a g o nor for the purpose or w i th the intent ion of
binding the said insti tution personally but are made and
intended for the purpose of binding only the Trust Estate
as such term is used in the Trust Agreement , and this
Ass ignment is executed and delivered by the said institu-
t ion solely in the exerc i se of the powers expressly
conferred upon the said institution as trustee under the
Trust Agreement; and that no personal liability is assumed
by or shall at any time be asserted or enforceable against
the said ins t i tu t ion on account of any representation,
u n d e r t a k i n g or agreement herein of the Owner-Trustee,
ei ther expressed or implied, all such personal liability,
if any, being expressly waived and released by the Vendor
and by all persons c la iming by, through or under the
Vendor; provided , however, that the Vendor or any person
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claiming by, through or under the Vendor, making claim
hereunder, may look to said Trust Estate for the satis-
faction of the same. The Owner-Trustee agrees that it
will not enter into any amendment or modification of the
Trust Agreement except as provided in Articles VI, VII and
VIII thereof.

13. This Assignment may be executed in any
number of counterparts, such counterparts together con-
stituting but one and the same instrument, but the
counterpart marked Original Counterpart delivered to the
Vendor shall be deemed to be the original counterpart and
all other counterparts shall be deemed to be duplicates
thereof. Although for convenience this Assignment is
dated as of the date first above written, the actual date
or dates of execution hereof by the parties hereto is or
are, respectively, the date or dates stated in the ack-
nowledgments hereto annexed.

IN WITNESS WHEREOF, the parties hereto have
caused this instrument to be executed in their respective
corporate names by officers thereunto duly authorized, and
their respective corporate seals to be affixed and duly
attested, all as of the date first above written.

EXCHANGE NATIONAL BANK OF
CHICAGO, not in its
individual capacity but
soley as Owner-Trustee

[Seal] . By
Title: Vice President

Attest:

By
Title:

LASALLE NATIONAL BANK,
as Agent

[Seal] By _^
Title:Vice President

Attest:

By
Title:
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day of February, 1979, before me
to me per-
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STATE OF ILLINOIS )

COUNTY OF COOK

On this
personally appeared
sonally known, who, being by me duly sworn, says that he
is an of Exchange National Bank of
Chicago, that one of the seals affixed to the foregoing
instrument is the seal of said national banking associa-
tion and that said instrument was signed and sealed on
behalf of said national banking association by authority
of its Board of Trustees and he acknowledged that the
execution of the foregoing instrument was the free act and
deed of said national banking association, not in its
individual capacity but solely as Trustee.

[Notarial Seal]

My Commission expires

Notary Public

STATE OF ILLINOIS

COUNTY OF COOK
) ss.

On this day of February, 1979, before me
, to me per-personally appeared

sonally known, who, being by me duly sworn, says that he
is an of LaSalle National Bank,
that one of the seals affixed to the foregoing instrument
is the seal of said national banking association and that
said instrument was signed and sealed on behalf of said
national banking association by authority of its Board of
Directors, and he acknowledged that the execution of the
foregoing instrument was the free act and deed of said
national banking association.

Notary Public

[Notarial Seal]

My Commission expires
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CONSENT AND AGREEMENT

The u n d e r s i g n e d , I S L A N D C R E E K COAL COMPANY
(he re ina f t e r called the Lessee), the lessee named in the
Lease (he re ina f t e r called the Lease) referred to in the
foregoing Assignment of Lease and Agreement (hereinafter
called the Lease Assignment), hereby acknowledges receipt
of a copy of, and consents to all the terms and conditions
of the Lease Assignment, and agrees that:

(1) i t w i l l pay all rentals , casualty
payments, terminat ion payments, liquidated damages,
i n d e m n i t i e s and other moneys provided for in the
Lease ( w h i c h moneys are h e r e i n a f t e r called the
Payments) due and to become due under the Lease or
otherwise in respect of the Units leased thereunder,
directly to LaSalle National Bank, as Agent (herein-
af ter called the Vendor ) , the assignee named in the
Lease Assignment , in immediately available funds, at
135 South La Salle Street, Chicago, Illinois 60690,
Attent ion: Vice President (or at such other address
as may be fu rn i shed in writing to the Lessee by the
V e n d o r ) ; provided, however, that it will pay to the
Owner-Trustee all sums payable by the Lessee to the
Owner-Trustee pursuant to Article 6 and Article 12 of
the Lease unless and un t i l it shall have received
w r i t t e n not ice f r o m the Vendor that the assign-
m e n t , t r a n s f e r or set-over of the O w n e r - T r u s -
tee's right to collect such sums has become effective
under the terms of the proviso to the first sentence
of section 1 of the Lease Assignment and that, as a
consequence, all or a portion of such sums should be
payable to the Vendor;

(2) the Vendor shall be entit led to the
benef i t s of, and to receive and enforce .performance
of, all the covenants to be performed by the Lessee
u n d e r the Lease as t h o u g h the Vendor were named
therein as the Owner-Trustee;

(3) the Vendor shall not, by virtue of the
Lease A s s i g n m e n t or . this Consent and Agreement ,
be or become subjec t to any liability or obligation
under the Lease or otherwise; and



AL-9

(4) the Lease shall not, without the prior
written consent of the Vendor, be terminated or
modified, nor shall any action be taken or omitted by
the Lessee the taking or omission of which would
result in an alteration or impairment of the Lease,
the Lease Assignment, this Consent and Agreement or
of any of the rights created by any thereof.

ISLAND CREEK COAL COMPANY

By
R. B. Casriel, Treasurer

[Corporate Seal]

Attest:

Paul C. Hebner, Vice
President and Secretary

4







Annex E
to Conditional
Sale Agreement

CERTIFICATE OF ACCEPTANCE

Island Creek Coal Company ("Lessee"), on behalf
of Exchange National Bank of Chicago, as Owner-Trustee
under that certain Conditional Sale Agreement dated as
of February 1, 1979, between Owner-Trustee and Shenandoah-
Virginia Corporation ("Builder"), and on its own behalf
under that certain Lease of Railroad Equipment dated as of
February 1, 1979, between Owner-Trustee and Lessee (the
"Lease"), hereby certifies that the below-described units
of railroad equipment (the "Units") have been inspected
and accepted on and as of the date hereof and are marked
in accordance with Article 5 of the Lease:

Type: New 100-ton, open-top hopper cars, class H-12,

manufactured in the shops of Norfolk and

Western Railway Company.

Quantity: ____.

Road (Serial) Numbers: ICRX

The execution of this Certificate of Acceptance
in no way relieves Builder of, or affects its respon-
sibilities for, the warranties it has made with respect to
the Units.

Dated: , 1979.

ISLAND CREEK COAL COMPANY

By •
R. B. Casriel, Treasurer


